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Now every typist can be a statistical Write today for a demonstration or § tem. 
typist. Nine keys, built right into the illustrated brochure on the IBM Decimal fom 
keyboard of an IBM Electric Typewriter, Tabulation model to: IBM, Dept. D-2, It is 


take the drudgery out of tabular typing, 590 Madison Ave., N. Y. 22, N. Y. oo 
make it as fast and effortless as typing sion 
a business letter. tion, 
The mere touching of the proper deci- by it 


mal tabular key speeds the carriage auto- 
matically to the correct amount position 
within the column. Each figure lines up 
exactly, with no backspacing, no waste _ 
hand motion, no lost time. INTERNATIONAL BUSINESS MACHINES Cana 
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EFFICIENCY MAINTENANCE 
CYCLONE * Simplifies attainment * Simple construction. 
STEAM of higher pressures for greater * No pumps, motors to main- 
cycle efficiency. tain. 
7 SEPARATOR * Less chance of having 
burned-out tubes. 


* Less corry-over deposit on 
superheater tubes. 

* Cleaner turbines 

* Fewer turbine outages. 





DIVIDED 
FURNACE 
CONSTRUCTION 
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From B&W Research & Engineering ... 








By assuring adequate and positive circulation, 
B&W’s Cyclone Steam Separator has made pos- 
sible higher steam pressures, greater turbine effi- 
ciency, and has facilitated the use of Divided Fur- 
nace Construction to reduce material costs and 
keep boiler and building volume to a minimum. 
These engineering advances make possible cost and 
operating savings enjoyed exclusively by operators 
of B&W central station and industrial boilers. 
The chart below suggests many of these savings... 
all merit serious consideration in your evaluation. 


important 
answers 
to rising 
costs 





We will be pleased to discuss these and other 
practical developments of B&W Research and 
Engineering as they relate to your power genera- 
tion program and facilities. The Babcock & Wilcox 
Company, Boiler Division, 161 East 42nd Street, 
New York 17, N. Y. 
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& 
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BOILER 
DIVISION 





AVAILABILITY 


* No unnecessary restrictions 
in water flow path. 

* Consistent high steam purity. 
* Positive circulation to all 
Circuits. 

* Fewer tube burn-outs. 


AUXILIARY POWER 


* No power required for 
circulation. 


INITIAL COST 


* No pumps, motors or con- 
nections. 


ACCEPTANCE 


The simple, highly efficient Cyclone Steam Sepa- 
rator has been proved in thousands of central 
station and industrial installctions...has made 
possible B& W's singular success with high pressure 
boilers. In the range over 2000 psi, more than 
14 B&W boilers are in operation...some with 
records extending over 14 yeors...and an addi- 
tional 60 units are being built. 








* Reduces slagging in furnace 
and convection surfaces. 


* Greater cooling surface 
without increasing furnace vol- 
ume reduces steel and other 
material costs by keeping 
boiler and building volume to 
a minimum. Lowers furnace 
construction costs. Saving in 
boiler cost. 





Long term central station operation at boiler design 
pressures as high os 2650 psi, has proved the 
cost-saving advantages of B& W's Divided-Furnace 
construction in all types of large units. Many of 
the more than 95 B&W Divided-Furnace Bollers 
in operation have been in service for over 12 
yeors, ond more than 90 additional units are now 
on order. 
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a utility, by legal definition, is 
a business which must fall into two 
categories—one is not enough. First, it 
must belong to that group which Lord 
Chief Justice Hale declared over three 
centuries ago to be “charged with a pub- 
lic interest.” Second, assuming that the 
first condition is satisfied, Congress or 
the state legislature (if it is an intra- 
state operation) must have declared by 
statute that it is a public utility, and 
therefore subject to the specific regula- 
tions set forth in that law—as to rates, 
service, security issues, etc. 





For a good many years it has been 
recognized that the very physical char- 
acteristics of our major utility services— 
gas, water, electricity, telephone, and 
transport—make local area competition 
in kind wasteful. In many cities this 
thought has been carried a step further 
through the development of so-called 
combination utilities. Because of crowded 
subsurface conditions of the streets and 
highways of these larger cities it has be- 
come the policy to avoid the use of any 
more duplicate independent facilities. As 
a result, Consolidated Edison Company 
of New York now has about 2,750,000 
electric, 1,500,000 gas, and 4,000 steam 





G. R. HADDEN 
MAY 7, 1953 











CLYDE OLIN FISHER 


customers connected to its distribution 
system in the New York city area, 


OTHER cities which have _ encour- 
aged or permitted the development of 
combination utility operations include 
Baltimore, Binghamton, Cincinnati, Dav- 
enport, Evansville, Louisville, New 
Orleans, Newark, Oklahoma City, Roch- 
ester, San Diego, San Francisco, Shreve- 
port, Tucson, and Wichita. In view of 
this fairly prevalent situation, it is a little 
strange that problems peculiar to com- 
bination utility operations have received 
relatively slight attention. 


a opening article in this issue is de- 
voted to the regulatory phase of com- 
bined utility operations and deals with 
the largest combination utility, as well 
as the largest local utility operation in 
the world, Consolidated Edison Com- 
pany of New York. G. R. Happen tells 
how this giant system manages to keep 
gas, electric, and steam functions sepa- 
rated for purposes of the record without 
sacrificing certain economies and effi- 
ciency peculiar to an integrated combined 
utility. 


Mr. HappEN, whose present position 
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What goes on at this Round Table? 


@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money . . . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies—and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


‘Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 


These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET . NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Ricuarp H. West, President 


Capital Funds over $121,000,000 
Wituram N. Enstrom, Chairman of the Board 
Public Utilities Department—Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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is that of staff assistant for community 
relations, has been with Consolidated 
Edison and its predecessor companies 
ever since he graduated from Rensselaer 
Polytechnic Institute with an EE degree 
in 1931. He took time out for service as 
a Lieutenant Commander in the Navy 
during World War II, engaging in ship- 
building and repair work. He was 
assigned to the system’s public informa- 
tion bureau last year. 


e* ¢ *& & 


LYDE OLIN FISHER, whose article 
+ “What the Investor Looks for in 
Utility Securities” begins on page 603, 
is a former member of the Connecticut 
Public Utilities Commission, on which 
he served as chairman in 1947, Born in 
Kittrell, North Carolina, he was educated 
at Duke University (AB, ’11), Columbia 
University (AM, 716), and Cornell 
(PhD, ’19). He also has received an 
honorary degree (LLD, ’41) from Duke. 
Before going into state service as chair- 
man of the Connecticut State Board of 
Mediation and Arbitration (1935-41) 
Mr. FIsHER’s career was devoted to 
teaching at Cornell, Clark University, 
and Wesleyan University (Middletown, 
Connecticut) where he has been pro- 
fessor of economics since 1922—a post 
he still holds. 


* * * * 


NOTHER article beginning on page 
611 by a university faculty member 


CHARLES ALAN WRIGHT 
MAY 7, 1953 


tells us about an economic predicament 
common to most transit utilities operat- 
ing in the United States today. The 
public, apparently, does not realize all the 
free service supplied to other users of 
public streets and the use of such streets 
by delivery trucks without the burdens 
imposed on transit companies. Whether 
transit fares have already reached the 
limit and whether the automobile is a 
practical substitute may be debatable, 
but a definite regulatory policy on transit 
is indicated. 


HARLES ALAN WRIGHT, author of 

this article on transit regulation, is 
an assistant professor of law at the Uni- 
versity of Minnesota Law School. He 
is a graduate of Wesleyan University 
and of Yale Law School, and has re- 
cently served as consultant on legal 
matters to the management of the 
Twin Cities Rapid Transit Company of 
Minnesota. 


* * * x 


Ve often it takes the lighter touch 
of satire to make sufficiently evident 
the full impact of a wrong idea. Until 
the Eisenhower administration took 
office, the Federal government seemed to 
look on natural resources as an exclusive 
preserve for government development 
and considerable business activity. But 
the definition of a natural resource can 
be extended to almost any activity. Ships 
at sea, lumber companies, farmers, avi- 
ators, and so on all utilize some form of 
natural resource. Grorce W. KEITH, 
free-lance writer of Cincinnati, has 
undertaken to follow this tenuous con- 
cept to its extreme and amusing conclu- 
sion in his article on page 616. 


* * * * 
MPORTANT decisions, preprinted from 


Public Utilities Reports, may be found 
in the back of this issue. 


THE next number of this magazine 
will be out May 21st. 
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WA 
?fllow Many? How Often? 


Answered with 
the Remington Rand 
Printing Calculator 


There’s an awful lot of figuring in the development and 
maintenance of consumer services like water, gas, light 
and power. How much? How many? How often? This kind 
of figuring you do fastest and most efficiently on the 
Remington Rand Printing Calculator. 

Why? Because the Printing Calculator, with its 10-key 
touch control keyboard, is really two machines in one. 
Because it provides automatic division and short-cut mul- 
tiplication plus split-second addition and subtraction. 
Because the printed tape is your permanent record and a 
positive proof of accuracy that you don’t have to check by 
re-run. The Remington Rand Printing Calculator saves 
you time and money! 


Call your Remington 
Rand representative 
for a demonstration in 
your own office, or 
write on your letter- 
head to Remington 
Rand Inc., Room 2726, 
315 Fourth Avenue, 
New York 10, N.Y., for 
a free descriptive 
booklet, AC 639. 


gee” 
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Coming IN THE NEXT ISSUE 
x 


ACCOUNTING TRENDS IN UTILITY REGULATION 


This is a plea to regulatory commissioners, accountants, and utility indus- 
tries in general to avoid the error of expediency in dealing with rate mak- 
ing and the treatment of depreciation. Commissioner Spencer B. Eddy 
of the New York Public Service Commission takes issue with recent sug- 
gestions and arguments for a return to the reproduction cost rate base 
or the recognition of replacement cost in treatment of depreciation. Not- 
withstanding inflationary trends, he gives reasons why it would be unwise 
for both the regulators and the regulated industries to forsake established 
cost accounting principles. The rate of return adjustment, he believes, 
could be used in actual hardship cases. 


ORIGINAL COST DEPRECIATION VERSUS REPLACEMENT COST 


Somewhat in contrast with the preceding article by a regulatory commis- 
sioner, the author, E. A. Steinberger, has confined himself strictly to a 
narration of actual construction costs, calculation of proper annual de- 
preciation, and what he believes to be the fallacy and injury to the stock- 
holder which result from basing the annual depreciation on original cost, 
as applicable to natural gas utilities subject to Federal Power Commission 
regulation and the U. S. Bureau of Internal Revenue. The author writes 
from the viewpoint of a practicing consulting valuation engineer, as well 
as a stockholder of several utility companies. 


YOUR COMMUNITY SPIRIT IS SHOWING 


The "policy of enlightened selfishness’ followed by several southeastern 
utility companies in improving the areas served by them, and as a con- 
sequence their own business, is dealt with in this article. It shows the distinct 
relationship between company prosperity and the prosperity of the people 
affected by their operations. The author is C. E. Wright, professional writer 
of Jacksonville, Florida. 


NIAGARA SHOULD BE A BUSINESS COMPANY PROJECT 


The Niagara dispute is three-sided. Advocates of Federal control would 
vest control in the Department of the Interior and place construction re- 
sponsibility with the Army Engineers. Those supporting state development 
wquid license the New York State Power Authority to do the work. Now 
the five principal utility companies in New York state have joined to present 
strong arguments for the case of private enterprise. The author, Robert 
C. Woodbury, a young engineer and attorney of Dunkirk, New York, now 
engaged in iincen a utility career, believes the 83rd Congress should 
consider the free enterprise arguments and thereby revitalize business- 
men's faith in America's future. 


* 


A SO .. « Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others, 
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SHOULD SOMEONE offer you an opportunity 
of buying a product or service at half the 
normal cost, we think you would be mighty 
interested in the details. 


Here is such an opportunity: 


When a bill analysis is made in your offices, 
it’s really a big project that may take weeks 
and weeks to complete. You may have to 
acquire and train a special clerical force. The 
overhead costs, too, are correspondingly big. 


P.S. If you use punched cards for 
billing, we are also equipped to make 
your analyses from them. 


Saves 50% in time and money! 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 


300 registers—in one step. 


Identical — except the cost! 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 














On the other hand, when you turn over the 
task to us, we can complete the job for you 
in a much shorter period of time. That’s 
because we have automatic accounting equip- 
ment that’s especially designed for the pur- 
pose. You get identical figures—at half the 
cost! 


Would you like a copy of “The One Step 
Method of Bill Analysis?” We shall be glad 
to send you a copy which tells more about 
this efficient method. 
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“There never was in the world two opinions alike.” 
—MOoNTAIGNE 


Don G. MITCHELL 
President, Sylvania Electric 
Products, Inc. 


C. H. Conway 
Secretary, Farmers Grain Dealers 
Association of North Dakota. 


Jesse P. Wotcorr 
U. S. Representative from 
Michigan. 


H. P. Liversipce 
Chairman of the board, Philadelphia 
Electric Company. 


THoMAS I. PARKINSON 
Chairman of the board, The 
Equitable Life Assurance Society. 


EvMer L. LINDsETH 
President, Cleveland Electric 
Illuminating Company. 


WALTER WILLIAMS 
Under Secretary of Commerce. 


Ezra TAFT BENSON 
Secretary of Agriculture. 
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“Regulation must be objective if it is to serve the public 


interest adequately.” 


+ 


“Agriculture should not be forced to stand the brunt 
of the return to economic sanity.” 


> 


“The government is not going to be in competition with 
business, industry, or agriculture.” 


* 

“(Bureaucratic expansion aimed at state Socialism] is 
imperiling the railroads and other segments of our econ- 
omy, and enmeshing our business life in a tangle of rules 
and administrative orders.” 





¥ 


“There is a need for Congress to create a really com- 
petent, impartial commission to develop a monetary pro- 
gram which will be sound for the future and not grossly 
disturb the economy of the present.” 


* 


“We can properly serve our customers and our com- 
munities only so long as we retain the high investor ap- 
praisal and excellent credit rating necessary to raise these 
large capital requirements for the future.” 


* 


“Spending ‘conservatively freely’ means _ intelligent 
spending for things consumers need to raise their stand- 
ard of living. Sound salesmanship can encourage this type 
of spending, and can carry this nation to a higher standard 
of living than we have ever known before.” 


v 


“It is doubtful if any man can be politically free who 
depends upon the state for sustenance. A completely 
planned and subsidized economy weakens initiative, dis- 
courages industry, destroys character, and demoralizes the 
people. . . . The future of agriculture and the preserva- 
tion of a sound economic system depend upon the vigorous 
re-emphasis of the principles, benefits, and values of pri- 
vate competitive enterprise.” 
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J. RHOADS FOSTER 





HANS E. NISSEL 
LESLIE H. NEWMAN 


HENRY HERZ 
WILLIAM L. GROSSMAN 





ANNOUNCE THEIR ASSOCIATION AS 
GENERAL PARTNERS UNDER THE NAME 


FOSTER ASSOCIATES 
88 CHESTNUT STREET, RIDGEWOOD, N. J. 





TO PRACTICE AS CONSULTANTS WITH RESPECT TO MANAGERIAL 
AND REGULATORY PROBLEMS OF PUBLIC UTILITIES AND COMMON 
CARRIERS, AND MORE GENERALLY WITHIN THE FIELD OF GOVERN- 
MENTAL REGULATION OF BUSINESS, WITH SPECIAL ATTENTION TO: 














@ Fair Return @ Cost Analyses 
@ Rate Design @ Market Analyses ii 
@ Rate Cases @ Financial Analyses 
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Rabbits out of the hat. The ace of spades out of 
thin air. A gold watch out of an orange. And, 
according to many Lincoln customers, the “impossible” 
things we accomplish in producing their toughest 
work on schedule. They find it a highly enjoyable show. S 
May we stage it for you? Call or write me 


L ' MM C 0 L we financial printers 


NEW YORK (6): 130 Cedar Street + WOrth 46376 
+ CHICAGO (5): 732 Sherman Street + WAbashi gaat 
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Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 
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REMARKABLE REMARKS—( Continued) 


E. L. SHANER 
Editor, Steel Magazine. 


RayMmonp R. Paty 
Director, Tennessee Valley 
Authority. 


Rosert E. WILSON 
Chairman of the board, Standard 
Oil Company of Indiana. 


WALT Horan 
U. S. Representative from 
Washington. 


Crawrorp H. GREENEWALT 
President, E. I. du Pont de 
Nemours & Company. 


DoucLtas MacArTHUR 
Chairman of the board, Remington 
Rand, Inc. 


M. S. RUKEYSER 
Columnist. 


“The obsession that everything that is worth while do- 
ing should gravitate to Washington officialdom, was a 
ghastly mistake.” 

s 


“Everything that has gone into Tennessee Valley Au- 
thority power is being returned to the people who made 
that power possible.” 


aa 


“The one thing we cannot stand and against which we 
are almost defenseless is organized, malicious, tax-paid 
misrepresentation. The one competition in which we 
should not be compelled to engage is in pitting our truths 
against false and misleading government statements.” 


¥ 


“The hope we hold to so dearly in a controversial world, 
filled with the blind furies of conflicting ideologies, can 
only be based upon a society that affords and a govern- 
ment that guarantees an atmosphere where the individual 
is always alert and is able to be constructively aware of 
his responsibilities.” 


> 


“Without attempting to prophesy, I look upon diminish- 
ing incentive as perhaps the most serious possibility now 
facing business. If financial reward is absent, or is great- 
ly reduced, the number of candidates for management 
positions will decrease. And business will be that much 
less able to fulfill its responsibilities to the nation.” 


* 


“... peace-loving people of all the nations . . . the masses 
behind the Iron Curtain just as . . . the masses of the free 
world long for real peace. It is the political leaders who 
fail this great concept—whose talents have as yet been 
unable to solve the mechanics of a true solution. Indeed, 
until their spiritual and moral and literate stature has 
achieved the proportions which permit the unequivocal 
recognition of the futility of war as an arbiter of inter- 
national discord, our industry will continue to be the best 
deterrent.” 


* 


“When we stop looking backwards and look ahead, 
there is reason for courage and optimism. We are the 
strongest and best balanced nation in the world, and our 
potency can be multiplied by supplementing economic 
strength with political wisdom. Use of common sense 
and common honesty and application of the management 
philosophy to public affairs will add enormously to our 
effective power. This is feasible because control of Con- 
gress inheres in Jeffersonian Democrats and Republicans, 
who believe in the American constitutional system and 
in private Capitalism. Those who control the purse strings 
have within their grasp the power to make others toe 
the line.” 
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White 3000 = 


RIAL UNITS, work- 
yp bodies, line trucks 
l] gain new efficiency 
ith the White 3000. 
s maneuvering ease 
urestime. Weight dis- 
ibution of the White 
000 means better 
pwer operation. 








FIND OUT what the White 3000 does in your 
service. See what its modern design means to 
you in time and cost savings in every phase of 
your transportation requirements. 

Here is new maneuvering ease in the tightest 
of places... new energy-saving design... new 
safety features ... driving ease. 

Its exclusive power-lift cab saves maintenance 
time and cost. And its White Quality means 
lower operating cost... longer life. 


Get this Scientific Truck Evaluation from your White Representative . . . Today! 
Call your White Representative for a complete evaluation of your truck 
operations. It will tell you the factual story of efficiency and economy 
tailor-made to your own delivery service. It means money saved... 
delivery costs reduced ...in your business. 


THE WHITE MOTOR COMPANY «+ Cleveland 1, Ohio 


MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 
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Federal Utility Regulation Annotated (FPC), 
Volume 2 With Supplement A 


These volumes contain the only full annotation of the Federal Power Act 
and the Natural Gas Act, as administered by the Federal Power Commission. 





Supplemental Volume A, just published, covers the years 1944-1952, in- 
clusive, and includes the latest revisions of FPC rules and regulations. All 
decisions in so-called “leading cases” have been made the subject of special 

editorial comment and interpretation. 


Questions relating to the determination 
of the cost of projects, accounting, rate-base 
determinations, rates, service, granting of 
licenses, extent of the Commission’s juris- 
diction, definitions of what constitutes in- 
terstate commerce, return allowance (in- 
volving new views on cost of capital), the 
very controversial subject of cost allocation 
in the fixing of gas rates, and many other 
vital subjects are discussed. The decisions 
of the Commission and of the courts as 
well, in such important cases as the Missis- 
sippi River Fuel Corporation case, the 
Alabama-T ennessee Natural Gas Com- 
pany case and the Colorado Interstate 
Gas Company case (all decided in 1952) 
are explored at length in editors’ notes. 
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This two-volume treatise, which has required expert editorial attention 
for an extended period, in order to classify the Commission's findings under 
each section of these Acts, is now available at $25. The volumes should be 
in the possession of all utility executives, attorneys, rate experts, account- 
ants, valuation engineers, utility analysts and others having an interest in 
the activities, practices and procedures of the Federal Power Commission, 
and in commission regulation in general. 


MAIL YOUR ORDER TODAY TO 
PUBLIC UTILITIES REPORTS, INC., Publishers NsUL 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. INDL 
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INVESTIGATIONS 

REPORTS 

FINANCING 

ACOUNTING 

TAXES 

INSURANCE 

PENSIONS 

DEPRECIATION 

VALUATIONS 

NSULTING & DESIGN ENGINEERING 
RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 

GAS CONVERSIONS 






A SOUND RATE STRUCTURE 
is the key to adequate earnings 


Basic economic analyses affecting pricing policy 

Analysis of factors influencing rate design 

Studies involving rate base, cost of money, rate of return 

Preparation and presentation of expert testimony in rate proceedings 
Cost of service analyses 


Continuing research and reports on economic, commercial 
and engineering developments affecting rates 


Rate audits 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E, 
20 Pine Street, New York 5, N. Y. 


Cpnummurdlle Sour Guc. 


and subsidiavucs 


COMMONWEALTH ASSOCIATES INC. 
COMMONWEALTH GAS CONVERSIONS INC. 


20 Fine Seed, New York 5. NY. 
Gudson Michigan —‘Uashinglo. DE. 
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Aerial view of the new 


Walter C. Beckjord Station. 


Ae 


—, 


Installation showing two 
60-cell Exide-Manchex 
control batteries. 


CINCINNATI GAS & ELECTRIC COMPANY— another user of dependable 


Exide -Manchex BATTERIES 


Still another forward step in electrical 
progress! The new Walter C. Beckjord 
Station, located on the Ohio River, 18 
miles upstream from Cincinnati, was 
designed for an ultimate capacity of 
1,000,000 KW. Exide-Manchex batteries 
furnish the 129-volt control voltage neces- 
sary for operating the 2300 and 440 volt 
auxiliary circuit breakers and auxiliary 
equipment used in the plant, as well as the 
132 kv circuit breakers in the switchyard. 
The Exide-Manchex control batteries also 
furnish power potential for alarms, relays, 
emergency lighting, and miscella- 
neous requirements. 


Exide-Manchex batteries offer better service 
. .. longer life for these reasons: 

POSITIVE OPERATION: Dependable perform- 
ance at ample voltage with no switchgear 
failures. 

INSTANTANEOUS POWER: High rates forswitch- 
gear operation with adequate reserve power 
for all other control circuits and for emer- 
gency lighting. 

LOW OPERATING COST: Extremely low inter- 
nal resistance. 

LOW MAINTENANCE COSTS: Water required 
about twice a year. No change of chemical 
solution during life of battery. 

LOW DEPRECIATION: Sturdy, long-life 
construction. 

GREATER CAPACITY in a given amount of 
space avoids overcrowding. 


Various sizes and types of Exide Batteries are available in plastic containers. 
Exide-Manchex is your best battery buy for all control and substation services 
1888... DEPENDABLE BATTERIES FOR 65 YEARS... 1953 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 « Exide Batteries of Canada, Limited, Toronto 


“EXIDE” and “MANCHEX” Reg. T.M. U.S. Pat. Of. 
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This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these 
securities. The offering is made only by the Prospectus. 


NEW ISSUE April 17, 1953 


1,004,869 Shares 


The Southern Company 


Common Stock 


Par Value $5 per Share 


Holders of the Company’s outstanding Common Stock are being 
offered the right to subscribe at $14 per share for the above shares at the 
rate of one new share for each 17 shares held of record on April 16, 1953 
and the additional privilege of oversubscription, subject to allotment, 
for shares not subscribed for pursuant to the above offer. Subscription 
Warrants will expire at 3:30 P.M., Eastern Daylight Saving Time, on 
May 7, 1953. 

The several Underwriters have agreed, subject to certain conditions, 
to purchase any unsubscribed shares and, both during and following the 
subscription period, may offer shares of Stock as set forth in the Prospectus. 


Copies of the Prospectus may be obtained from any of 
the several underwriters only in States in which such 
underwriters are qualified to act as dealers in securities 
and in which the Prospectus may legally be distributed. 


The First Boston Corporation 
Ladenburg, Thalmann & Co. Carl M. Loeb, Rhoades & Co. 
Wertheim & Co. 
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DELTA-STAR’S SUBSTATION EXPERIENCE 


to reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 

DELTA-STAR has the knowledge based on proved 
design and engirteering skill, and has worked out 
a practical standardized system of handling 
which reduces the time required for planning, 
fabrication and shipment to a minimum. 


DELTA-STAR has the facilities. Component parts 


for equipment are in stock ready for assembly. 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a “‘custom”’ fit. 

Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection. 


We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery. 
Contact factory or nearest district office. 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 





H. K. PORTER COMPANY, 


INC. 


2437 FULTON STREET, CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES 


a: 
ba a 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightty 


Utilities Engineering “C™--=- 


a a , 
ahd LE LTE t 





Our service to the Utilities industry, both public and private, 
covers a wide range of engineering activities connected with 
steam power plants, transmission lines, distribution systems, 
and substations. 


These activities include system planning, inspections and ex- 
pediting, appraisals, depreciation studies, cost analyses, rates, 
property records, reports, general consulting services and testi- 
mony before various commissions. 


Independent consulting engineering organizations provide in 
a single service, the combined skills and experience of leading 
architects and engineers in all fields. 


Conforming to this pattern the Peter F. Loftus Corporation 
includes the following completely staffed divisions —Architec- 
tural, Electrical, Mechanical, Mining, Heating, Ventilating and 
Air Conditioning, Materials Handling, Machine Design, Struc- 
tural, and Utilities. 





PCM engineering 
ESTABLISHED 1923 consultants 


CABLE ADDRESS 
FIRST NATIONAL BANK BUILDING ¢ PITTSBURGH 22, PENNSYLVANIA  oFTuUS PITTSBURGH" 











No matter how you look at it... 


Some people look at printing only from the standpoint of 
quality; others think they have to compromise quality 
when they're faced with a rush job. At Sorg, quality is 
consistently maintained while meeting your deadline. 





As specialists in every type of financial, corporate and legal 
printing, we are set up to handle design, specification of 
format, printing, binding and mailing. Printing facilities in- 
clude both letterpress and offset equipment. 

Our service is complete. 








CONFIDENTIAL 
SERVICE 
SINCE 1920 
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© 4-Speed Main 
Transmission 


e Wheel-Type—Fastest 
Digging Method 

® 12-Speed Crawler 
Transmission 


© Wider Range of 
Trench sizes 


@ Generously 
Powered 


yn MORE PLACES 


® Compact—Less Than 

Le. 60” Wide 

m “A @ Full-Crawler 
ail Mounting —Com- 
eee pletely Maneuverable 








© Fast Boom Hoist 
® Shiftable Conveyor 


® Truck-Speed 
Portability — Safer, 
Faster Job Moves 








@ One Machine for 
Mains and Services 


® Digs All Soils in 
All Weathers 


® Less Property 
Damage—Crawlers 
Save Lawns, 
Walks, etc. 


® Unit-Type Con- 
struction 


® Lower Maintenance 
Costs 


®@ Longer Life 
Get the full story on CLEVELANDS from your local distributor 


THE CLEVELAND TRENCHER CO. 


Pioneer of the Mo rn Trencher 


20100 ST. CLAIR AVENUE . CLEVELAND 17, OHIO 
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Great Lakes Power Club begins spring meeting, Indianapolis, Ind., 1953. 
Public Utilities Advertising Asso. begins annual convention, St. Louis, Mo., 1953. 





Be _ pas Electric Association ends 2-day industrial sales conference, Wernersville, 


Pa., 





United States Independent a aaa Association will hold executives’ conference, 
Chicago, Ill., May 25, 26, 19 





American Water Works Association begins annual conference, Grand Rapids, Mich., 
1953. 





National Restaurant Association begins annual convention, Chicago, me 1953. 
Southern Gas Association begins annual convention, New Orleans, La., 1953 





Indiana Telephone Association begins annual convention, Indianapolis, Ind., 1953. 





Pacific Coast Electrical Association begins annual convention, Lake County, 
Cal., 1953 





| International Petroleum Exposition begins, Tulsa, Okla., 1953. 





International Gas Union begins council meeting, Paris, France, 1953. 








Edison Electric Institute will hold annual convention, Atlantic City, N. J., June 1-4, 
1953. 





1 Controllers Institute begins midwestern spring conference, St. Louis, Mo., 1953. 





National Committee for Utilities Radio begins meeting, New Orleans, La., 1953. 
New York State Telephone Association begins convention, Fimira, N. Y., 1953. 








Electrical Manufacturers’ Representatives Association of Michigan, Inc., begins elec- 
trical exhibition, Detroit, Mich., 1953. 





{ Gas Appliance Sieeafectarece Association begins meeting, White Sulphur £3) 
Springs, W. Va., 1953. 
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Public 
Utilities 


FORTNIGHTLY 


May 7, 1953 


Integration of Combined 
Utility Operations 


How one major utility system organized its forces by 

function. Distinctions between electricity, gas, and 

steam fade as reorganization brings economy and 
efficiency. 


By G. R. HADDEN* 


VER the years the combination 
O companies which provide en- 

ergy in the form of gas, elec- 
tricity, and sometimes steam have 
been making good on their expressed 
claims that combination means sav- 
ings. 

Most if not all of them now send 
one man to read the gas and electric 
meters, rather than the two men sent 
when a different company furnished 
each kind of service. The customer 


*For personal note, see “Pages with the 
Editors.” 
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now gets a combined bill rather than 
separate bills. Within the company a 
single group usually handles rate prob- 
lems, another does the company ac- 
counting, while a third may sell any 
and all services offered by the com- 
pany. 

Most of these changes were obvious 
ones and were achieved in fairly short 
order by the combined utility. Other 
functions were not so easily unified. 
Servicing, construction, engineering, 
maintenance, and distribution re- 
quired careful handling and on-the- 
MAY 7, 1953 
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job training before unification could 
be completed. 

The merging of the departments 
producing gas and electricity appeared 
to be a special problem. The equip- 
ment, the techniques, the knowledge 
required for the generation of elec- 
tricity are different enough from those 
used in the manufacture of gas to 
make it seem as if a single production 
department were a dream. 


| hen here, however, the picture has 
changed. With the introduction 
of natural gas into New York city in 
1951, the idea of one department pro- 
ducing both gas and electricity moved 
closer to reality. After two years of 
experience with natural gas which 
partially replaced and, consequently, 
reduced the demand for manufac- 
tured gas, Consolidated Edison Com- 
pany of New York, Inc., believed the 
time was ripe to bring its production 
departments together. 

On February Ist of this year Con 
Edison took this major step. Its pro- 
duction department now treats electric 
generation and gas manufacture as a 
single operating responsibility. A goal 
set by management seventeen years 
ago has been achieved. 

This operating and administrative 
unity matches the unity realized or 
proposed in corporate structure. All 
operating gas and eleciric companies 
have been merged into Con Edison. A 
petition to merge the New York Steam 
Corporation into the parent company 
is now before the New York Public 
Service Commission. In the case of 
the steam company, operating integra- 
tion of its steam-generating facilities 
with electric stations already exists. 

For years Con Edison has believed 
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that a combined utility held prom- 
ise of greater economy and efficiency. 
This promise was unrealized to the 
extent that duplicating functions were 
carried on by men connected with the 
operations having to do with each of 
the forms of energy sold—gas, elec- 
tricity, steam. 

Reorganization was in order but 
had to be accomplished without harm 
to employee morale. This meant tak- 
ing first things first, respecting estab- 
lished traditions and personal relations 
as too important to be destroyed over- 
night, and depending in large part on 
normal attrition to reduce the number 
of employees. Within these limita- 
tions the job has gone forward at Con 
Edison. Placing the production of gas 
and electricity under a single manager 
with full authority to utilize produc- 
tion employees wherever they are 
needed is the last big step. Undoubt- 
edly adjustments will be made in the 
future, but the over-all pattern is set. 

The key to the consolidation of the 
production departments is flexibility 
of man power. Production of gas and 
electricity demands that many jobs be 
filled every hour of every day. Men 
holding these jobs must be backed up 
by reserves capable of taking over in 
the event of sickness or during vaca- 
tion times. Behind the operating jobs 
are maintenance crews keeping the 
plants in good repair. 


]  pononyes for the two forms of en- 
ergy vary, however, from day to 
day, month to month, season to season. 
It would be uneconomic to maintain a 
full complement of operating em- 
ployees, a full reserve, and complete 
maintenance crews throughout the 


year. Flexibility which will allow 
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production men to be shifted to main- 
tenance work, and vice versa when 
need be, leads to efficiency. The ulti- 
mate of this fluidity is a group capable 
of operating and maintaining boilers, 
turbogenerators, coke ovens, and 
water-gas sets. 

As we said before, prospects for 
achieving this desired flexibility in 
Con Edison production forces were 
hastened by the arrival of natural gas. 
Shortly thereafter the company con- 
verted the facilities of its two largest 
gas plants to permit the use of the high 
BTU natural gas in its manufacturing 
processes. Now less coal is required 
and oil is practically eliminated in the 
water-gas process except on the few 
peak days of each year. 

The conversion of all of the com- 
pany’s Westchester territory as well as 
small areas in the Bronx and Queens 
to natural gas has reduced the demand 
for manufactured gas. Conversion of 
more areas in these boroughs is under 
way. Just one of the company’s manu- 
facturing plants now supplies the re- 
quirements for mixed gas in the non- 
heating season. Reduced operation of 
gas manufacturing equipment meant 
a sharp drop in plant maintenance. 
With no expansion of gas manufac- 
turing facilities contemplated, the gas 
production department was faced with 
an excess of personnel. 


HIS excess in gas production per- 

sonnel was counterbalanced by a 
shortage in electrical production. 
Changing patterns of load growth 
have complicated the maintenance of 
electrical and steam-generating equip- 
ment. Before the air-conditioning 
load became a factor, the company 
could anticipate a period of four to six 
months when several generating units 
would be available for maintenance 
and repair. 

The air-conditioning load and other 
factors have eliminated this breathing 
spell. Today less than 300 milliwatts, 
a 10 per cent spread, separate the sum- 
mer and winter peaks. Pulling a boil- 
er off the line or shutting down a gen- 
erating unit now is done according to 
rather strict scheduling. To keep up 
with this schedule and unforeseen 
emergencies requires a maintenance 
force that can be moved from plant to 
plant and which won’t be decimated 
by annual 3-week vacations to which 
the company’s 15-year service em- 
ployees are entitled. Furthermore, ad- 
ditional men will be required for a new 
station scheduled to go into operation 
this summer. 

Common sense dictated that the per- 
sonnel gaps in electrical production be 
filled as much as possible by the highly 
skilled men from the gas plants. Uni- 
fication of the production departments 


e 


“OvER the years the combination companies which provide 
energy in the form of gas, electricity, and sometimes steam 
have been making good on their expressed claims that com- 
bination means savings. Most if not all of them now send 
one man to read the gas and electric meters, rather than the 
two men sent when a different company furnished each kind 
of service. The customer now gets a combined bill rather 


than separate bills.” 
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to ensure use of the work force to its 
best advantage eliminated two prob- 
lems — excess personnel in one place 
and shortages in another. 


A PHYSICAL manifestation of the 
unity of production is soon to be 
a reality when Con Edison’s Astoria 
generating station starts operations in 
a few months. Astoria has always 
been a gas plant in the minds of New 
York’s utility workers. Electric pro- 
duction has stored coal at Astoria, but 
water-gas sets and gasholders made 
Astoria. Now on the same site Con 
Edison will produce gas and generate 
electricity. 

Managerial direction is also com- 
bined at Astoria. A general superin- 
tendent will direct both the electrical 
and the gas operations. With his com- 
bined authority he will have available 
to him a group of supervisors and men 
who can be used to best advantage 
wherever they are needed. Those who 
may question the idea of an electric 
man being in charge of a gas produc- 
tion plant can reflect on the fact that 
a former supervisor of the Consolidat- 
ed Gas Company has been running one 
of Con Edison’s largest electric gen- 
erating stations for many years. 

Obviously, such changes require 
training to secure the desired flexibil- 
ity. The company is prepared for this. 
Its executive development program, 
colloquially the “merry-go-round,” 
which has existed informally between 
companies and departments since 1933 
and formally for Con Edison since 
1943, has produced a supervisory 
group increasingly familiar with 
thinking and acting in terms of energy 
instead of only one of its various 
forms, electricity, gas, or steam. Rath- 
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er than being limited by the belief that 
differences between the forms of en- 
ergy are an obstacle to combination of 
functions, the men on the merry-go- 
round have their attention focused on 
the similarities between jobs. They 
gain a versatility and working knowl- 
edge of Con Edison and not just of a 
few departments or of one aspect of 
the company’s operations. 


7 of the work force is just 
as important as that of super- 
visors. On-the-job training and spe- 
cial schools are commonplace at Con 
Edison. The electric production de- 
partment has several years’ experience 
with on-the-job training of its men in 
the what, why, and how of steam gen- 
eration. 

As a combined production depart- 
ment it is now ready to help gas men 
as well as electric men understand 
more clearly why they do what they do 
when operating and maintaining both 
steam and electrical equipment. Train- 
ing electric men in gas operations will 
follow in due course. 

Combination of Con Edison’s gas 
and electric production departments 
would not have been possible without 
management’s faith in the flexibility 
of supervisors and men. Experience 
had shown that separate gas and elec- 
tric emergency crews could be com- 
bined. Con Edison’s emergency trucks 
and their two-man crews now respond 
to either type of emergency. One man 
is essentially an electrical expert while 
the other is gas. This division exists 
because the men were at one time em- 
ployees of an electric or a gas com- 
pany. Even this distinction is disap- 
pearing as they gain experience with 
the two forms of energy. 
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Organizing a Combination Utility 


ad reorganization and consolidation of the gas and electric pro- 
duction departments into a single production department at Con 
Edison is the culmination of management’s efforts to give reality to 
its concept of a combination company. Lingering traces of gas men, 
electric men, steam men remain, but there is emerging the Con Edison 
man, trained employee of a combined utility producing and distributing 
energy for a population of over 8,500,000 in the New York metropolitan 
area.” 





In most areas throughout the com- 
pany, departments are set up accord- 
ing to function. The fences that once 
separated electricity, gas, and steam 
are down. A transmission and distri- 
bution bureau does engineering for all 
systems, regardless of the form of the 
energy being distributed. A mechan- 
ical plant engineering bureau engineers 
machines and equipment no matter 
what jobs they will perform. All 
drafting is done in one bureau. Econ- 
omy is gained through flexibility. 


Ww is true of engineering is also 
true of construction and major 
maintenance. Rather than every sta- 
tion or gas plant having men and 
equipment capable of handling all 
projects, distribution and plant con- 
struction departments provide services 
available to all gas, electric, or steam 
operations whether the job is laying 
pipe under the New York harbor, 
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painting a gasholder, retubing a boil- 
er, or restacking a stator. 

Old dividing lines are disappearing 
in other areas as jobs similar in nature 
are combined. A_ trouble-shooting 
lineman for the service bureau carries 
the tools for turning off gas should he 
be called upon to doso. Men who have 
for many years serviced the gas dis- 
tribution system have been trained to 
restore house electrical services, thus 
adding a new reserve which the com- 
pany can call upon either in an emer- 
gency or to help with the normal re- 
placement program. 

A training program is under way 
in the sales department which further 
extends the principle of using one man 
where two went before by combining 
the functions of its business repre- 
sentatives and inspectors. When the 
training is completed, the business rep- 
resentatives will consult the owner of 
a building to determine his needs, and 
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develop a recommended gas and elec- 
tric layout. He will also follow 
through as the work progresses, and, 
finally, inspect the contractor’s work 
to see that company requirements have 
been met. A customer and his con- 
tractor will deal with one man where 
two had been involved before. 


“(a companies have 
long been familiar to the util- 
ity industry. The concepts underlying 
the organization and operation of 
these companies have varied from 
place to place. External conditions 
and internal circumstances have 
shaped their corporate and operating 
structure. 

Con Edison management has long 
thought of a combination utility as a 
company in the business of producing 
and distributing energy. This energy 
may be in the form of kilowatts of 
electricity, cubic feet of gas, or pounds 
of steam. Basically, however, Con 
Edison sells BTv’s. 

In organizing the company to per- 
form its functions management has 
trained men to think in terms of en- 


ergy and has organized them to do the 
necessary engineering, construction, 
major maintenance, emergency trou- 
ble shooting, selling, rate engineering, 
commercial relations — all the varied 
activities of a utility. 

The aim has always been to achieve 
flexibility of man power. This versa- 
tility allows all posts essential to any 
one form of energy to be manned, 
while at the same time reserves of 
man power are capable of tackling 
many jobs without regard to the form 
of energy involved. 


4 reorganization and consolida- 
tion of the gas and electric pro- 
duction departments into a single pro- 
duction department at Con Edison is 
the culmination of management's ef- 
forts to give reality to its concept of a 
combination company. Lingering 
traces of gas men, electric men, steam 
men remain, but there is emerging the 
Con Edison man, trained employee of 
a combined utility producing and dis- 
tributing energy for a population of 
over 8,500,000 in the New York 
metropolitan area. 





al ky is an aspect of REA that farmer patrons should 
look at very critically. That is the attempt to enlist 
local REA co-operatives in the nation-wide battle of public 
VERSUS private power. That is not the fight of the local REA 
co-operatives and they should stay out of it. 

“Cutting loose as soon as feasible from government involve- 
ment should be the goal of every REA association. Going un- 
necessarily deep into debt for uneconomic service, getting in- 
volved in the financing of generating plants where those plants 
are not needed, or getting drawn into the public veRSus private 
power fight will delay the day of independence.” 

—Paut C, JOHNSON, 
Editor, Prairie Farmer. 
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What the Investor Looks for 


1n 


Uulity Securities 


This article does not attempt to give advice directly to those 

who would invest in the utility industry. But it does suggest to 

those interested in or responsible for utility financial programs, 

what would or should make their securities attractive to the 

investing public. The author gives some thought-provoking 

slants on what kind of a package the utility investor is looking 
for in these inflationary days for his money. 


By CLYDE OLIN FISHER* 


ROM time immemorial there has 
H been a difference of opinion as 
to whether investment is a science 
or an art. Perhaps the answer is that 
it is both, partly science and partly art. 
Less controversial is the generaliza- 
tion that investments are usually not 
good or bad, per se, but rather that a 
good investment policy is much like a 
custom-made suit of clothes that has 
to be fitted to the contours of the finan- 
cial frame on which it is to hang. To 
be specific, a college professor who has 
a large stake (unfortunately not too 
large) in fixed dollars to be received 
from salary and annuity would be ill- 
advised to concentrate his investment 
in bonds or other fixed-dollar obliga- 
tions that, in the event of inflation, 
would shrink in purchasing power as 
would his salary and his annuity 
dollar. 
Such an investor, for adequate pro- 


*For personal note, see “Pages with the 
tors.” 
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tection of his income, is likely to place 
larger emphasis upon the purchase of 
industrial equities as a balance against 
his salary income and hence some pro- 
tection against the impact of inflation, 
A like situation obtains for one who 
has a large financial stake in life insur- 
ance for the protection of his family. 
On the other hand, the average indus- 
trial worker, whose income fluctuates 
with the ebb and tide of the economy, 
may be properly advised, as a means of 
safety, to place more emphasis upon 
building up a portfolio which prom- 
ises a fixed-dollar return. And the 
variations within each economic group 
differ as widely as do the groups 
themselves. 


OLDING an intermediate position 

between bonds that offer a return 
in fixed dollars and industrial equities 
that give a fluctuating return is the 
common stock of public utility cor- 
porations. Here the return is not so 
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fixed as is the interest on a bond nor 
is it so variable as is the dividend on 
industrial common stock. After an in- 
vestor has answered the question as to 
the pattern of investment that is ap- 
propriate to his financial physiology, 
his next problem is to make a judg- 
ment among the securities or equities 
available to him. What are some of 
the major criteria which the informed 
investor is likely to take into account 
once he has concluded that public 
utility equities belong in his portfolio? 

Students of economics and finance 
differ among themselves as to the de- 
sired criteria and as to the relative 
weight to be given different character- 
istics. An attempt is made here to sug- 
gest ten factors that merit considera- 
tion and analysis of financial offi- 
cials or others concerned with pack- 
aging utility securities to attract dif- 
ferent investor classes. There is no 
virtue in the construction of a deca- 
logue of criteria excepting, perhaps, 
that an analysis of ten factors is more 
practicable than would be the case had 
one suggested thirty-nine theses in the 
tradition of Martin Luther. 


A GENERAL observation is appro- 
priate before considering the 
relative appeal of the different types 
of utility corporations. Measured by 
traditional standards, public utility 
equities for the past few years and at 
the present time have their attractive 
points despite strong market competi- 
tion from nonregulated industrials. 
For example, utility equities that sold 
in 1946 to yield approximately 4 per 
cent have in recent years sold to yield 
from 5 to 64 per cent; in other words, 
a yield which, as related to market 
price, has increased approximately 50 
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per cent. Aside from general eco- 
nomic changes, there are two major 
reasons why the utility investors at the 
present time have attractive oppor- 
tunities available to them. It would be 
difficult to determine which of these 
two factors is, quantitatively, more 
important—and such determination is 
not necessary for intelligent action. 


Russ: the climate of opinion since 
the close of World War II has been 
definitely inflationary. Numerous in- 
vestors, not wishing to be left behind, 
have rushed to get onto the band wag- 
on of industrial equities so as to 
share in the anticipated bonanza. To 
secure passage money they have in 
many instances liquidated their utili- 
ties and have thereby contributed to 
the creation of a buyers’ market in this 
field. Second, the unprecedented ex- 
pansion in the utility field (excluding 
transportation), including telephone, 
electric, and gas companies, has 
brought on the market many new 
equity offerings. The American Tele- 
phone and Telegraph Company, for 
example, has increased its investment 
since the close of the war by more than 
$5 billion, most of this new money 
having been secured through the issue 
of convertible debentures. Many elec- 
tric utilities since the close of the war 
have invested in plant more dollars 
than were invested in their entire his- 
tory prior to 1945. Thus we have 
plenty of utility shares to be absorbed 
by a market already “inflation-mind- 
ed.” In many cases the old stockhold- 
ers, because of a lack of funds or to 
preserve a balanced program of invest- 
ment, or because of apprehension 
about the prospects of inflation, have 
been reluctant to increase their utility 
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commitments. Again a factor con- 
tributing to a buyers’ market. 


B” the intelligent investor is more 
interested in the future than in 
an excursion in archeology. And here 
the prospects offered by utilities are 
by no means lacking in “allure.” Asa 
reaction to the impact of inflation, and 
the losses sustained thereby, various 
institutions, such as savings banks, 
trust funds, and insurance companies, 
have sought authority (already given 
in some instances) to invest a portion 
of their funds in equities. Even more 
significant is the growth and the 
prospective growth of pension funds. 
To the extent that such funds are so 
placed as to earn a good return, to that 
degree the initial cost to the corpora- 
tion employer is reduced. 

Over a longer period, furthermore, 
the hope if not the expectation gen- 
erally prevails that utilities will catch 
up with the economic demands and 
start tapering off the marketing of new 
securities in such large volume as in 
the recent past. The trend towards in- 
vestment of a portion of the funds of 
savings banks and trust funds in utili- 
ties; the growing conviction that seri- 
ous inflation is no longer in the offing ; 
the possibility that life insurance com- 
panies will regard utilities as a good 
investment for a portion of their as- 


sets—all these factors should encour- 
age the conservative investor to give 
favorable consideration to utility in- 
vestment. Such a “buyer psychology” 
can be used to advantage by those 
charged with successful marketing or 
handling of utility securities or finan- 
cial programs. 


T should be observed in passing that 

the analysis given herein carries no 
implication, favorable or otherwise, as 
to the present standards and practices 
in public utility regulation. The pur- 
pose is solely that of suggesting guide- 
posts to the preparation or handling of 
investment in public utility equities 
under the conditions now prevailing, 
conditions which may or may not be 
subject to serious criticism. 

Now for the test—what is the wily 
investor likely to look for in making 
a commitment in utility equities? The 
following decalogue is not arranged in 
order of the relative importance of the 
different criteria and is designed mere- 
ly to call attention to some of the more 
significant lines of analysis: 


I. Capital Structure 


oe capital structure of a utility 
corporation calls for no elaborate 
analysis. Because of the high degree 
of stability in utility earnings a larger 


for the past few years and at the present time have their 


q “MEASURED by traditional standards, public utility equities 


attractive points despite strong market competition from 
nonregulated industrials. For example, utility equities that 
sold in 1946 to yield approximately 4 per cent have in re- 
cent years sold to yield from 5 to 63 per cent; in other 
words, a yield which, as related to market price, has in- 
creased approximately 50 per cent.” 
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debt component is warranted than is 
the case with industrial corporations. 
None the less, to be on the conserva- 
tive side, the utility corporation hav- 
ing in its capital structure more than 
60 per cent of borrowed money is open 
to suspicion. 


| this reason, among others, we 
have a question here as to the in- 
vestment rating of the equities of nat- 
ural gas transmission companies, since 
the gains from “trading on the equity” 
in these corporations have been capi- 
talized already in the price at which 
the promoters and investment bankers 
floated the securities. If, for example, 
the capital structure is identical with 
net investment (which should be the 
case if regulation has been effective) 
and if permitted earnings give a 6 per 
cent return on the over-all investment, 
the equity portion of the capital struc- 
ture being credited with a 12 per cent 
return, there may well have to be some 
calculated risk in the purchase of the 
equities at a price which capitalizes 
these equity earnings at 6 per cent. In 
such a situation the other 50 per cent 
of the earnings allocable to equities 
will have been capitalized in the prices 
at which investors have been invited 
to buy. Obviously, such a picture 
places upon the investor the responsi- 
bility for trading upon the equity, for 
which he may have to seek some op- 
portunity to receive the gains com- 
mensurate with the risk. 

One component in the capital struc- 
ture deserves further consideration. 
If the utility corporation has in its 
capital structure a substantial sum 
under the caption “acquisition adjust- 
ment cost,” this constitutes a red flag 
that should prompt further considera- 
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tion. While there is some variation as 
to the method used for the writing 
down of acquisition adjustment cost, 
the investor will find himself in a 
stronger position in those cases in 
which amortization is made by a 
“charge above the line” than in those 
cases in which the amortization must 
come “below the line” or out of net 
earnings. No attempt is made here to 
indicate where the amortization charge 
should be made. It is noted solely that 
for the investor a “charge above the 
line,” constituting operating expenses, 
strengthens his position. The investor, 
therefore, should ascertain where this 
charge is to be made. 


II. Earnings versus Dividends 


AX a factor of safety a precaution- 
ary practice for a utility corpora- 
tion would be to pay out normally no 
more than 80 per cent of its earnings. 
Such a conservative policy is advan- 
tageous to the investor, both because 
of the margin of safety which these 
added earnings give to the dividend 
and because reinvested earnings accrue 
to the rate base upon which future 
earnings will be permitted. 

Some analysts admittedly place 
major emphasis upon dividends rather 
than upon earnings, basing this prefer- 
ence upon the conviction that regu- 
latory authorities can be prevailed 
upon to give rate relief as a means of 
stabilizing dividend payments. There 
may be some grounds for this prefer- 
ence, even though it may be subject 
to local criticism. On the other hand, 
the regulatory authority may adopt a 
policy in which dividends are a func- 
tion of earnings rather than vice versa. 
These are questions of fact or at least 
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What Are Fair Return Prospects? 


¢ ‘Tl Nn the present climate of opinion a company with earnings in excess 

of 7 per cent on net investment is probably vulnerable to rate 

reduction. This does not indicate that a 7 per cent return will always 

be permitted. But there seems to be an area of ‘reasonableness’ of from 

53 to 7 per cent which, if a company falls in this category, will serve 
as a deterrent to rate reduction.” 





of particular usage, easily ascertain- 


able. At any rate, a coverage of divi- 
dends by a reasonable margin of safety 
is a factor that merits consideration 
by the investor. 


Ill. Book Value versus Market Value 


HERE is some evidence that regu- 

latory agencies, notably the Fed- 
eral Power Commission, are shifting 
from the usual net investment as a 
basis for earnings to that of capital 
structure. Support for this shift is, in 
the minds of many students, permis- 
sible under the United States Supreme 
Court decision in the Hope Case (51 
PUR NS 193), in which case the 
court held, in brief, that a utility is 
entitled to earn enough to service its 
debt and to give a reasonable return 
to the investor in equities, During the 
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past year the Federal Power Commis- 
sion apparently has veered in this di- 
rection in a number of rate cases in- 
volving the natural gas transmission 
industry. 

Should this trend make headway— 
and at present it is merely a cloud 
upon the horizon or a handwriting on 
the wall—those companies which have 
book value that approaches market 
value will be in a better tactical posi- 
tion. Despite the fact that book value 
may have a slight significance in the 
case of the equity of an industrial 
corporation, it has become a factor of 
considerable merit in the regulated 
industries. This does not mean that 
book value in all instances should be 
as large as market value, but it does 
mean that, other things being equal, 
a utility corporation with a high book 
value is less vulnerable to rate reduc- 
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tion than is one without such sub- 
stantial investment. 

Measured by the criterion of sub- 
stantial book value, a number of elec- 
tric utility corporations present de- 
sirable investment possibilities. Just 
to give a few random examples, there 
are, among others, Detroit Edison, 
Commonwealth Edison, and Pacific 
Gas and Electric, all of which stand 
high in this list. 


IV. Vulnerability to Rate Reduction 


IX the present climate of opinion a 
company with earnings in excess 
of 7 per cent on net investment is 
probably vulnerable to rate reduction. 
This does not indicate that a 7 per 
cent return will always be permitted. 
But there seems to be an area of 
“reasonableness” of from 54 to 7 per 
cent which, if a company falls in this 
category, will serve as a deterrent to 
rate reduction. This prevailing rate of 
return varies with different jurisdic- 
tions, although there is what might be 
called a trend toward a norm. The 
intelligent investor is going to inform 
himself as to the standards of “rea- 
sonableness” that prevail in the juris- 
diction in which he is considering an 
investment commitment. 


V. Revenues from Different Classes 
Of Customers 


Gr things being equal, the utility 
corporation that receives a large 
portion of its revenues from domestic 
customers is likely to get some in- 
vestor preference over one, the reve- 
nues of which are derived in large 
measure from industrial customers. 
This generalization is subject to some 
qualification in those cases in which 
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the rate schedule for the industrial 
customer contains a fixed charge as a 
protection to the utility from a drastic 
decrease in the amount of energy sold. 
Where the utility corporation has such 
a rate structure, the losses sustained 
by a decreased volume of sales will be 
offset in large measure by the lower 
energy cost imposed upon the utility. 
This protection, however, applies only 
to a temporary reduction in the con- 
sumption of industrial customers and 
has less significance if this decrease 
continues indefinitely and is reflected 
in the new contracts made thereafter 
with the industrial users. The fact re- 
mains that, in general, the domestic 
customer is more stable and yields a 
greater margin of earnings on services 
to him. Since the utility investment 
derives its chief attraction from the 
promise of stability, utility companies 
in this position have a definitely at- 
tractive feature for the investor. 


VI. Growth and Stability 


Boney corporations in general do 
not have the “allure” that the 
so-called “growth” corporations in the 
industrial field offer. Yet, there is a 
difference between utility corporations 
on this score. Most companies located 
in an expanding territory from time 
to time, through the issue of “rights,” 
give the owners an opportunity to 
make new investments on favorable 
terms. Usually the price is substan- 
tially below the market price for the 
equities. 

In recent years California has given 
an excellent illustration of this growth 
factor. Every year for the past five 
years Pacific Gas and Electric Com- 
pany has offered its owners an oppor- 
tunity through “rights” to purchase 
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new equities on favorable terms. Vir- 
ginia Electric & Power likewise has 
given its stockholders such opportuni- 
ties. 

If the economic life of a com- 
munity served by the utility is dy- 
namic and gives the promise of future 
growth, therefore, this is a factor of 
some importance to the prospective in- 
vestor. 


VII. Rate Base 


pre the fact that until very re- 
cently the trend during the past 
decade has been toward the use of net 
investment as a rate base, there have 
been striking exceptions. The state of 
Ohio by statute requires the use of 
cost of reproduction and the state of 
Pennsylvania in substance uses what 
is known as “fair value.” In a period 
of prospective inflation the use of 
“fair value” gives some hedge against 
loss. 

If, on the other hand, the im- 
mediate prospect is deflationary, the 
investor may be more inclined to con- 
sider utility investment in the so-called 
“cost base” jurisdictions. 

Closely related to this factor is the 
maturity or immaturity of the utility 
in question. Since the dissolution of 
the public utility holding company 
under the 1935 statute, many of the 
component companies have offered an 
opportunity for investment that is not 


FOR IN UTILITY SECURITIES 


found in the securities of those com- 
panies which have already entered the 
rarified atmosphere of the “blue 
chips.” 


VIII. Regulatory Climate 


Ober is an intangible factor and 
subject to change. Already, in 
response to the impact of inflation, 
there has developed a marked tendency 
on the part of regulatory agencies to 
grant rate relief. In some jurisdictions 
there has been a marked change in 
this respect. Just at present, with no 
assurance that this condition will con- 
tinue indefinitely, the intelligent in- 
vestor in utility equities is going to 
seek those jurisdictions in which the 
regulatory agencies have indicated a 
favorable attitude toward rate relief. 


IX. Level of Rates 


HE level of rates for domestic 

consumers (not so important for 
industrial consumers who usually can 
protect themselves) below the average 
for the industry constitutes a fa- 
vorable omen. 

If this level is substantially higher 
than is that for the industry as a 
whole, this may eventually mean pres- 
sure for reduction. This element is 
subject to modification by a considera- 
tion of the cost differences in different 
geographical areas. 


e 


q 


“ADMITTEDLY, one cannot find all good things in one pack- 
age, whether it be in the investment field or the field of 
human relations. Investment wisdom lies in the buying of 
a package which contains the largest number of desirable 
components, provided only that one does not need to pay 
too high a price for the qualities desired.” 
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X. Management 


wn perhaps not quite so im- 
portant as in the industrial field, 


the investor in utilities also buys 
“management.” In the regulated util- 
ity it is somewhat more difficult than 
it is in the industrial field to meas- 
ure “management” by its “results.” 
None the less, despite the absence 
of criteria on which economists can 
agree, there is such a thing as good 
management and poor management in 
the utility field. Though an elusive 
factor and difficult to appraise, some 
impression can be had from a study 
of the portion of gross earnings that 
goes down to net, from customer re- 
action to the company, from the trend 
in the average consumption per house- 
hold, and from other considerations. 
In a recent Connecticut rate case in- 
volving a request for several millions 
of additional revenue and affecting a 
population of three or more hundred 
thousand people, not one customer or 
representative of the customers ap- 
peared before the commission to op- 
pose the requested rate increase. Ob- 
viously, in this case the management 
was held in such high esteem by the 
community that there was no dis- 
position to challenge the right to get 
additional revenue. Some general im- 
pression as to the effectiveness of 
management can be had by a study of 
its performance record. Certainly, the 
investor is likely to hesitate to make 
a commitment in those cases where 
management seems to display a tend- 
ency to drift or to maintain a static 
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position rather than a dynamic atti- 
tude. 


|, genie yp one cannot find all 
good things in one package, 
whether it be in the investment field 
or the field of human relations. Invest- 
ment wisdom lies in the buying of a 
package which contains the largest 
number of desirable components, pro- 
vided only that one does not need to 
pay too high a price for the qualities 
desired. 

How to weigh the various factors 
is necessarily a matter of judg- 
ment. Hence, perhaps investment 
in the utility field has many of the 
attributes of an art as well as those 
of a science. 

While no one has a crystal ball and 
no one knows what investment op- 
portunities will be in the utility field 
in the future, certainly by all past 
standards the utility industry looks at- 
tractive. As already noted, it looks as 
though new types of investors, sav- 
ings institutions, trust funds, and pen- 
sion funds (and to some degree, in- 
surance companies) may soon shift 
into the utility industry, a type of in- 
dustry which offers a high degree of 
stability and at the same time a more 
liberal return than is available from 
the purchase of high-grade bonds. In 
all candor, many of the considerations 
mentioned herein reflect a “value 
judgment” rather than a mathematical 
conclusion derived from the utiliza- 
tion of a financial slide rule or even a 
tabulating machine. 

But such is life. 
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Problems of Transit Finance 


Here is a brief explanation of the economic predica- 

ment of most transit utilities. The public, apparently, 

does not realize all the free service supplied to other 

users of public streets and the use of such streets by 

delivery trucks without the burdens imposed on 
transit companies. 


By CHARLES ALAN WRIGHT* 


bangs his fist on the table: “Of 
course the transit company 
should pay for snow removal and 
street maintenance! Why should the 
taxpayers keep up the streets so that 
a private company can use them to 
make money for its stockholders ?” 
A letter to the editor appears in a 
metropolitan newspaper: “To the 
Editor. Can’t you do something to 
help us oldsters get reduced ‘car fare, 
the same as students attending school ? 
I am eighty-one years old, getting $40 
per month. Others get up to $60. But 
the present fare strikes us hard.” 
Two women talk over the lunch 
counter at the large downtown depart- 
ment store: “Why I had to stand for 
fifteen minutes out in the snow wait- 
ing for a trolley this morning! Some- 


\" alderman, elected as a Liberal, 


*For personal note, see “Pages with the 
Editors.” 
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one ought to make that company run 
cars more frequently.” 


l~ three of these incidents took 
place in Minneapolis. They could 
have occurred just as easily in New 
Haven or Seattle or in any other city 
with a mass transit system. They are 
typical of the loose thinking which 
everywhere is being directed against 
already harassed transit manage- 
ments. There are easy answers avail- 
able to all of these complaints. The 
alderman can be told that thousands 
of delivery trucks use the streets with- 
out paying for their upkeep, and that 
many warehouses seem to think the 
public street is a substitute for an ade- 
quate loading dock. The 81-year-old 
man can be reminded that he gets no 
special rate from the grocer or the 
barber. The attention of the lady 
shopper can be called to the rows of 
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empty seats on the trolley which final- 
ly brought her downtown. 

But easy answers, no matter how 
logical, satisfy very few critics, as 
Marie Antoinette found out when she 
suggested cake for the breadless 
peasants. Instead some hard thinking 
is needed about the functions and 
duties of transit companies, and the 
good answers which that kind of 
thinking can produce need to be put 
across to a critical public. 


A a starting place for such hard 
thinking, there are some proposi- 
tions to which everyone will agree. 
The most important of these is that 
no modern city can get along without 
good mass transportation. Schenec- 
tady is in the process of proving this,’ 
if indeed the testimony of citizens and 
businessmen in those cities which have 
recently been crippled by a transit 
strike is not sufficient proof. No city 
in America has wide-enough streets 
nor big-enough parking lots to handle 
all the cars which would be needed to 
accommodate the people who today 
ride busses or trolleys. And as a long- 
term proposition, the city without 
mass transit would see a flight to the 
suburbs and a blight of the loop area 
terrible to behold. 

The second point on which every- 
one will agree is that transit fares are 
surely as high as they can be, and per- 
haps too high. Fares are so great as 
to be burdensome to people of limited 
means. They are so great that they are 
forcing people into driving to work or 
joining car pools, and into shopping 


1“Are One-way Streets a Rush-hour Transit 
Cure?” By Herbert Bratter. Pustic UTILitIEs 
ForTNIGHTLY, Vol. LI, No. 2, January 15, 
1953, page 74. 
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in their neighborhood rather than go- 
ing downtown. To the extent that 
this is true, the high fares are making 
mass transit less efficient and effective 
than, in the public interest, it needs to 
be. 


ee everyone will agree that a 
transit company has a right to 
make enough money to meet its ex- 
penses. How much more it is entitled 
to, and how to compute this margin of 
profit, is a matter of dispute; no one 
denies, however, that the company 
must at least break even. In the light 
of these three premises it is possible to 
re-examine the complaints with which 
this article began. 

It is easy to see why the alderman 
wants the transit company to pay for 
snow removal and street maintenance, 
so long as he thinks of the matter as a 
controversy between the company and 
the city. This is not the controversy. 
The issue in reality is between the peo- 
ple who ride busses and trolleys and 
the people who pay taxes. If the com- 
pany is forced to meet these street ex- 
penses, it has, under the last of the 
premises set out above, a right to 
charge its patrons enough extra to pay 
these added costs. If the company is 
relieved of these expenses the city will 
have to levy added taxes to pay for 
these services. In our city roughly 
one-third of the tax revenues come 
from individuals, the other two-thirds 
from business and industry. Thus if 
street expenses are imposed on transit 
companies, the men and women who 
patronize the company must pay the 
whole cost, while if the city bears 
these expenses, two-thirds of the cost 
is borne by business and industry 
rather than by wage earners. 
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What Hurts the Utility Hurts Its Patrons 


wall Roses mass transit industry today is paying the price for the ex- 
cesses in its past. It is being made to pay for the ‘public-be- 
damned’ attitude so many companies had thirty years ago when they 
were growing fat on the nickel fare. But the interests at stake with 
urban transportation are too important to be sacrificed in order to 
strike back at long-dead company executives. Transit companies... 
need to show the public that it is the passengers, and not the company’s 
stockholders, who are bearing these unjust and unwise burdens which 
are imposed on mass transit.” 





emer clearly benefits from effi- 
cient mass transit, as was recog- 
nized by the mayor of New York 
when he imposed a tax on business to 
meet transit deficits, graduated by the 
benefit each business receives from the 
local transportation facilities. Mayor 
Impellitteri’s scheme was probably un- 
workable, but his principle surely was 
sound. This same principle was rec- 
ognized by the Maine Public Utilities 
Commission when it said : 


In the absence of the Portland Street 
Railway, Portland would not be the 
city it now is. The city of Portland 
and its people require the services of 
a street railway. Each mile of track 
adds to the value and usefulness of 
each item of property wherever locat- 
ed in the city of Portland. The service 
of the company as a whole is of great 
value to the people of Portland. If 
this is so, it would be manifestly un- 
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fair to require the customers of this 
street railway to bear the entire burden 
of rendering passable, in the winter 
time, those streets which would not 
exist, or if they existed would not be 
so populous, were it not for the fact 
that a street railway was in opera- 
tion.® 
When the Liberal alderman realizes 
that the issue is whether business and 
industry shall help to pay for good 
streets and efficient transit, or whether 
wage earners must bear the whole 
cost, perhaps his view of the matter 
will change. 


HE answer to the old man who 
wants a special cut rate is rather 
easy. Everyone can sympathize with 


2 Re Cumberland County Power & Light Co. 
(Me) PUR1920C 26, at 38; to the same effect 
a gee (Ill 1921) PUR1922A 558, 
at 4, 
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his difficulty in trying to make ends 
meet on $40 a month, just as everyone 
can sympathize with the desire to help 
out schoolchildren by a low fare. But 
if the young and the old are allowed 
to ride for less than what they should 
be paying, every other passenger must 
pay a bit extra to make up for this spe- 
cial privilege. Is it the job of transit 
riders to subsidize schoolchildren or 
the aged? To answer that question one 
need only consider the uproar which 
would result if a special tax on trolley 
and bus riders were proposed to pay 
for school textbooks or for glasses and 
false teeth for the old. Perhaps pen- 
sions to the aged should be increased ; 
perhaps arrangements should be made 
for school boards to buy streetcar 
tokens at regular rates out of regular 
school funds, and resell these to their 
students for some lower sum. But 
surely these subsidies are not the spe- 
cial responsibility of the persons, often 
of limited means, who use public 
transit systems. 


7 complaint of the woman who 
doesn’t like to wait fifteen min- 
utes for a trolley poses some difficul- 
ties. On the one hand it is sound busi- 
yess for the company not to run more 
cars or busses than are required to 
handle the expected number of pas- 
sengers. At the same time, a transit 
company is a service enterprise, and 
there is much sense in the accepted 
legal doctrine which requires such 
companies to run some lines at a loss 
in order to give adequate service to the 
public. In determining what service a 
company should render lawyers usual- 
ly talk of the “public convenience and 
necessity.” What needs to be remem- 
bered is that “convenience” and “ne- 
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cessity” are not the same thing. Of 
course the public necessity must be 
met; if it is not, the transit company 
loses the reason for its existence. But 
the public convenience should be 
catered to only so far:as this can be 
done without jeopardizing the finan- 
cial position of the entire system. 

It is good politics to urge a com- 
pany to run as many busses on a line 
today as it did five years ago when 
twice as many people rode those 
busses. It is good politics to promise 
action on behalf of the lady who had 
to stand out in the cold for fifteen min- 
utes. What the politicians forget is 
that the inconvenience to the lady is 
slight compared to what her husband 
will suffer if, as a result of running 
more cars than are needed today, the 
company goes broke and is no longer 
operating tomorrow to take the hus- 
band to work. 


HERE is a common element to all 

three of the problems which have 
been discussed. In the old days, when 
public transit was better patronized 
than it is today, it didn’t much matter 
that the wrong answers were reached 
to these questions. Fares then were 
low enough that a company could pass 
on to its patrons the cost of snow re- 
moval and street maintenance; it 
could make its riders subsidize school- 
children; it could afford to bear the 
losses from unprofitable lines. 

This is no longer true. Today the 
patron is paying as much as, or more, 
than he can afford even if he only pays 
those costs which properly should fall 
on him. By asking him to pay even 
more in the interests of saving the tax- 
payers the costs of street maintenance 
or helping out schoolchildren and old 
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people or giving some areas more- 
than-adequate service, the whole fu- 
ture of mass transit in the city is put 
in jeopardy. And it was taken as 
axiomatic at the beginning of this 
argument that a modern city cannot 
exist without good mass transporta- 
won. 


Res mass transit industry today is 
paying the price for the excesses 


many companies had thirty years ago 
when they were growing fat on the 
nickel fare. But the interests at stake 
with urban transportation are too im- 
portant to be sacrificed in order to 
strike back at long-dead company ex- 
ecutives. Transit companies, with the 
help of responsible newspapers, need 
to show the public that it is the pas- 
sengers, and not the company’s stock- 
holders, who are bearing these unjust 


and unwise burdens which are im- 


in its past. It is being made to pay for 
posed on mass transit. 


the “public-be-damned” attitude so 
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Financial Role of Utilities 


cé —— the law provided that taxes must be paid in silver 

dollars. If that were the case, a California power and 
light utility [Pacific Gas and Electric Company] would need a 
fleet of 237 10-ton trucks to carry its 1952 tax payments to the 
offices of the Federal, state, and local collectors. 

“This company’s total 1952 tax bill came to almost $79,000,- 
000, which was $26,636,000 more than its payroll costs, and 
$32,810,000 more than it paid in dividends to its 198,300 
stockholders—the people whose savings make the company's 
existence possible. Moreover, the taxes amounted to $5.87 per 
share of common stock outstanding—almost three times the 
$2-per-share dividend now paid on this stock. In short, when it 
comes to dividing company earnings the government does a 
whole lot better than either the owners or employees. Taxes 
constitute the largest single item in the utility's budget. 

“In every section of the country—except for those areas 
where tax-exempt socialized power development has sup plant- 
ed private power development—utilities are among the largest 
and most dependable taxpayers. They play an important finan- 
cial réle in keeping government going—all the way from the 
local school district to Washington itself. 

“The Socialists, of course, don’t like this state of affairs. They 
want the government to build subsidized, tax-free, and tax-con- 
suming power systems and thus destroy the tax revenues the 
investor-owned utilities provide. And that’s one of the reasons 
why the vast majority of our citizens want no part of Socialism 
—they don’t want still higher taxes.” 

—Excerpt from Industrial News 
Review. 
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What Are Natural Resources? 


Until the Eisenhower administration took office, the Federal 

government seemed to look on natural resources as an exclusive 

preserve for government development and considerable busi- 

ness activity. But the definition of a natural resource can be 

extended to almost any activity. This writer has undertaken 

to follow this tenuous concept to its extreme and amusing 
conclusion, 


By GEORGE W. KEITH* 


CC AS 4 government agency... 
primarily concerned with 


the conservation and de- 
velopment of our basic resources— 
the soil, minerals, and water, and the 
energies and riches that come from 
them . . . when the President decided 
to delegate certain duties under the 
Defense Production Act to existing 
government agencies, a number of 
specific responsibilities were charged 
to this department. These have to do 
with minerals, electric power, solid 
fuels, petroleum and natural gas, and 
fisheries.” —1951 Annual Report, Sec- 
retary of the Interior Oscar L. Chap- 
man. 

According to the former Secretary 
of Interior, “The Secretary’s interest 
is greater than that of a private com- 
petitor, because, in addition to his in- 


*For personal note, see “Pages with the 
Editors.” 
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terest as a competitor, he is voted 
statutory powers of great impor- 
tance.” 

Confident of his “power of great 
importance,” Interior delayed the 
building of a hydroelectric plant at 
Roanoke Rapids, North Carolina, for 
three years while Chapman went to 
court to challenge the right of the Fed- 
eral Power Commission to issue a 
license, which it did, to the Virginia 
Electric & Power Company, to do the 
work. The U. S. Supreme Court finally 
corrected Chapman on this, but mean- 
while he had departed from the office. 


WwW defiant lése majesté the 
FPC courageously challenged 
this Napoleonic declaration of suze- 
rainty over all river resources develop- 
ments with the facts of life from a 
more or less obsolete document called 
the Constitution of the United States; 


616 





WHAT ARE NATURAL RESOURCES? 


and private industry verified its sus- 
picion, that it had long held, that the 
Secretary is a tax-free competitor, 
with power of such great importance 
“the defense effort”’ must wait, while 
he proves it. 

Writing in Pusiic UTILITIEs 
FoRTNIGHTLY,’ Ray Tucker, news- 
paper columnist, said of this clash be- 
tween the two Federal agencies: 


Their dispute . . . is one which may 
well affect every large and small in- 
dustry, and possibly retail enterprises. 
. . . the broad, legal question . . . in- 
volves potential Federal government 
licensing authority over every activity, 
including vast hydroelectric systems, 
general industry, and even chain 
stores operating across state lines, if 
the Chapman theory is upheld .. . 

udicial approval . . . would enable 

ashington to direct, supervise, and 
even construct factories, as President 
Truman proposed with respect to steel 
and aluminum . . . It would subject 
to Federal consideration and decision 
such everyday, routine questions as 
the kinds and amounts of goods to be 
produced, the prices to be charged, 
and the markets to be given preferen- 
tial service. 


In a magazine article by Chap- 
man (shortly before he left office), 
on “Management and Natural Re- 
sources,” is the following significant 
statement : 


I am writing as the manager, so to 
speak, of a great government depart- 
ment which has a large measure of 
responsibility for the way in which our 
resources will be developed and man- 
aged in the years just ahead. 


The use of the words “responsi- 
bility” and “managed” suggests that 
the ex-Secretary contemplated Federal 

1“The Federal Family Fight for Power over 


Power.” Part I. Vol. XLVIII, No. 5, August 
30, 1951, page 267. 
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activities in the field of business enter- 
prise which were far-reaching indeed. 


UCH a prospect opens so many ave- 
nues of speculation as to what life 
would be like, with our “natural re- 
sources” under the ultima rule of one 
man, that we can imagine a conversa- 
tion like this taking place: 

“Son,” a father said, “did you 
know the Department of the Interior 
is in absolute control of all our natural 
resources—the soil, minerals, water, 
and the energies and riches that come 
from them?” 

“Takes in about everything under 
the sun. I'll bet I couldn’t name ten 
things that do not come from the soil 
or water.” 

For reply the father went to a cup- 
board and brought out a large carton. 
Opening it he displayed a fine fur coat. 

“Your mother’s Christmas gift 
from our natural resources,” he 
smiled. “Beaver. Beavers are wild 
animals, producing fur, a natural re- 
source. See the label?” 

“Good Housekeeping seal of ap- 
proval?” the son asked, then read, in- 
stead, ‘Approved by the Secretary of 
the Department of the Interior of the 
U. S. To be sold for not more than 
the price listed, in quantities not to ex- 
ceed those listed and approved by the 
Secretary, and to persons, or persons 
so approved.’ Surplus stuff, eh?” 

“T should say not!” the father was 
indignant. “It’s brand-new. The fel- 
low that sold it to me told me the 
Interior Department has jurisdiction 
over 97 per cent of the rivers of the 
country,” he explained. 

“It seems the beavers on some of 
the streams got to be a nuisance, so 
they got rid of them, and they had a 
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lot of fur on hand. When it came to 
the question of what to do with it, 
Washington came up with the answer ; 
‘In a democracy like we live in every 
woman is entitled to a fur coat, 
whether she is a millionaire’s wife or 
daughter,’ he said, ‘or just related to 
a poor guy like me.’” 

“You’re not poor, dad,” the son 
expostulated. “You have your own 
grocery business, your own home, a 
couple of pieces of other property, 
money in the bank, and some nice gilt- 
edged stocks, as you always say.” 

“True,” the mollified elder man 
agreed, “but your mother was eating 
her heart out for a coat, and I couldn’t 
afford it before. This way I can.” 

“What way?” 

“T bought it from a catalogue, at 
cost, from the government. See. It 
came air parcel post. It’s marked 
‘Official Business.’ No postage to pay, 


that way.” 

tran the younger man 
wanted to know, “What is the 

government doing in the fur busi- 

ness ?” 

“They offered to sell the pelts to the 
fur people if they would agree to sell 
them at the price the Secretary wanted 
them sold and to the people he said 
to sell them to. But the fur people 
refused, because there wouldn’t be any 
profit in it. 

“So,” he went on, pleased, not 
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noting the look on his son’s face, “the 
fellows in the Interior said, ‘Pooh! 
That’s the way with monopolies al- 
ways. It’s all a matter of management.’ 
So, they made them and sold them at 
cost. I was lucky to get one, the fellow 
told me; they’re selling them to re- 
liable independent small businessmen 
only. He showed me a speech the Sec- 
retary made before the retail drug- 
gists’ outfit. “The independent busi- 
nessman,’ he said, ‘is the inheritor and 
the guardian of a great American tra- 
dition. Political freedom and eco- 
nomic freedom,’ he said, ‘go hand in 
hand. Monopoly is a threat to both 
freedoms.’ ” 

“That’s all very beautiful,” the son 
said with some sarcasm, “but what 
about the fur industry? They can’t 
compete with that kind of thing. 
They’ll be ruined.” 

“Oh, they won’t lose anything,” 
the father assured him. “The govern- 
ment will buy them out.” 

“Not with the profits from the gov- 
ernment fur business. There is no 
profit, you said.” 

“Congress always allots so many 
millions every year to the Interior for 
natural resources, which belong to all 
the people.” 


¢¢V suppose the workers in the fur 
industry will lose their jobs?” 

the younger man wanted to know. 
“I’m surprised that you should 


“SELLING fur coats to ‘preferred’ customers is something 
like the sale of 20 per cent of the nation’s electric energy at 
‘cost,’ a fiction that has often been exposed, because in spite 
of claims of lower electric rates (due entirely to nonpayment 
of tax by TVA power outfits) private industry (taxed) 
often sells energy for less than the subsidized plants.” 
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ask,” the father chided. “You know 
our government always takes care of 
the little people. The rank and file will 
become government workers.” 

Resignedly his son said, “Well, L 
guess we'll have to pay them.” 

“We pay them?” demanded the 
sire. “What do you mean?” 

“Our taxes keep going up, you al- 
ways say.” 

“All right,” the miffed father re- 
plied, “a few thousand more em- 
ployees. Divide their wages among 
150,000,000 people, and what have 
you got? A drop in the bucket. I’m 
willing to pay it, for a coat like this.” 
He said this in such a tone as to indi- 
cate the discussion was at an end. 


— you and I are going fishing to- 
morrow, dad,” the son said, 
changing the subject, “I’d better get 
some bait and things.” 

“T’ll go with you,” said the father, 
and together they drove to the live bait 
shop. 

“These are guaranteed worms,” the 
dealer told them. “I don’t sell them to 
everybody. Not allowed to.” 

He produced a can which bore the 
same label as that on the fur coat, 
“Approved by the Secretary,” etc. 

“These cost you only half what you 
usually pay,” the dealer said. “I don’t 
make as much profit, but I sell more.” 

“How does the government happen 
to be in the bait business?” the son 
asked. 

“Well, it was this way, the fel- 
low explained it to me,” the dealer 
related. “Fishing is getting to be a 
rich man’s game, the government 
found out. They figure everybody is 
entitled to his fun, if he’s a millionaire 
or a poor guy like me. The rich guys 
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can afford fancy bait and tackle, and 
the government found out the bait 
people were charging too much for 
their stuff. They were keeping the 
prices up and the quality down—the 
way the monopolies always do,” the 
fellow said. 

“Say,” he enthused, “did you know 
that your Uncle Sam owns nearly 
500,000,000 acres of land in this 
country ? 

“Naturally,” he continued, “in all 
that land there are lots of worms. So 
Uncle Sam specially treats a lot of this 
ground and grows fat worms, guar- 
anteed to wiggle to the last squirm, as 
the fellow said. 

“Then he rushes them to us fresh 
every day by air parcel post. They 
mark the package ‘Official Business’ 
and it doesn’t cost them anything to 
ship. 

“Worms, the fellow said, are what 
they call natural resources, and they’re 
only the beginning. Uncle Sam is 
cutting special timber to make the 
limberest rod you ever did see. 

“Why, do you know,” he confided, 
“this fellow told me they sell 500,- 
000,000 feet of timber every year for 
about $10,000,000?” 

“Ts that so,” the younger customer 
said, “What I’d like to know is what 
is going to happen to the bait people?” 

“The government is going to buy 
them out when they come to their 
senses and quit squawking, the fel- 
low said. Nobody’s going to lose his 
job. 

“T guess a few hundred more guys 
on the payroll of your Uncle don’t 
mean anything to him, with all that 
yellow stuff salted away at Ft. Knox,” 
the bait man laughed. 

“We'd better hurry,” the father 
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Local Resistance to Federal Control over Resources 


<4 HEN the Hell’s Canyon, Idaho, $475,000,000 dam was proposed 

(a 90 per cent electric energy scheme) no Senator or Repre- 
sentative from Idaho would introduce the bills. ‘I often hear people in 
my state complain, Senator Lester C. Hunt (Democrat, Wyoming) 
told the Senate, ‘about government in the distant city of Washington 
having more authority over their lives than the local or state govern- 
ment... one county ts only 4 per cent privately owned, and unfortunate- 
ly that percentage is diminishing as the Federal government . . . with- 


draws additional areas for Federal projects’. 


» 9) 





said, with some impatience, “we have 
to fill up our tank.” 


<4 (." good news for you,” the sta- 
tion attendant greeted them. 
“Gas is down to 20 cents — to you 
folks, that is.” 
“Don’t tell me it’s a natural re- 
source,” the son protested. 


9 


“Sure is,” was the answer. “How 
did you know?” The young man did 
not reply, but was examining a sticker 
on the tank, “Approved by the Secre- 
tary,” etc. 

“You folks are in luck,” the attend- 
ant told them. “You’re on the pre- 
ferred list — independent small busi- 
nessman.” 

“Ts this synthetic stuff? I didn’t 
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know it was on the market,” the elder 
man asked. 

“Yes, sir,” was the reply. “Made by 
the government. You see, it was this 
way, the fellow told me. The Secre- 
tary of the Interior kept warning the 
gas monopoly they’d better make the 
stuff from coal and things, or we’d 
have a shortage one of these days. 

“But these monopoly moguls just 
pooh-poohed them and said it costs too 
much to make. So, the Interior boys 
said it’s all a matter of management. 

“These babies are smart,” confided 
the man. “Did you know they’ve been 
leasing oil and gas land out West for 
years? Collected around 50,000,000 
bucks on that alone last year, I under- 
stand. 
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“Well,” he continued, “they’ve got a 
plant down in Missouri where they 
turn out gasoline from some stuff they 
call lignite. Say, did you know the In- 
terior fellows run about one-fourth of 
this country? That’s where they get 
this lignite, from public land.” 

“Yes, I’ve heard that,” the son said. 
“How are the oil and gas people tak- 


ing this?” 
¢ ‘T HEAR they’re yelling their heads 
off about government having 
no business being in business. Them 
monopoly guys never could stand hon- 
est competition. But it won’t do them 
any good. I hear there'll be a law 
soon taking over the business. The 
government’ll buy it like they did those 
electric plants down at TVA. When 
they do that you’ll be able to get real 
gas at this price.” 

“I suppose the workers in the oil in- 
dustry will all be government em- 
ployees then?” the son queried. 

“Sure,” was the reply. “Your Uncle 
never lets the little guy down, does he? 
And your Uncle’s the boy who can pay 
them good wages all the year round. 
He should be able to, with all the de- 
ductions they make from our pay 
checks. Ha! Ha!” 

His customers left without joining 
in the laughter. 

They rode in silence for awhile, 
broken by the son’s remark, “We'll 
have to stop off at the paint store and 
get some stuff to brighten up the shack 
at camp, dad.” 

As the father only nodded, the 
young man continued, “I’m very grate- 
ful to you for sending me to night 
school at the university, dad. That 
business administration course will 
stand me in good stead when I join you 
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p 4 store. I only hope we have a 
st re.” 

‘What do you mean by that?” the 
elder man demanded, angrily. 

“T can’t see any difference between 
the fur business, the bait business, the 
oil and gas business, or the electric 
power business, and the grocery busi- 
ness.” 


“There’s all the difference of day 
and night,” his father said savagely. 


pene complain bitterly about 
high prices of butter and bread 
and beef, don’t they? These things 
are needed to make people happy be- 
fore they can wear fur coats or go 
motoring or go fishing. Is it a matter 
of management that these things are 
so high?” At which the father turned 
on him. 

“It’s not my fault if prices are 
high,” he said. “It’s this inflation thing. 
There’s no comparison between fur 
and butter.” 

“Butter and beef come from cattle. 
Cattle graze mostly on land leased by 
the government out West. Grass is a 
natural product. Bread comes from 
grain, which comes from the ground 
—all natural resources. And those are 
only three B items. There are 25 other 
letters. Apples, apricots, artichokes.” 

“Never mind!” the father inter- 
rupted. “I know what I sell! The gov- 
ernment is after the big fellows. Not 
me.” 

“Dad,” said his son, sadly, “did you 
ever see a little fellow who didn’t 
want to be a big fellow? You know 
you sent me to school, hoping when 
you and I got together we could ex- 
pand.” 

“And I know we can,” was the stub- 
born rejoinder. 
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“How would you like it if you gt 
to be a big fellow and Uncle San 
would tell you it’s all a matter of man- 
agement, and take over your busi- 
ness ?”” 

The father made no reply to this as 
they had reached their destination. 


ye sundry purchases, the father 
asked for linseed oil. 

“Do you have a card?” the clerk 
inquired. 

“Card? What kind of card?” de- 
manded the father, testily. 

“To obtain linseed oil a recognition 
card is needed, since you are unknown 
to me,” the clerk explained. 

“I guess it’s another natural re- 
source, dad,” the son surmised. “‘Prod- 
uct of the Department of the In- 
terior?” 

“Exactly,” agreed the clerk. “Lin- 
seed oil comes from flax which grows 
in the ground—a natural resource. 
And all the natural resources belong 
to all the people.” 

“I know,” patiently said the son, 
while his father remained mute, his 
countenance inscrutable. 

“If you will have this form filled 
out in triplicate and notarized,” the 
clerk was saying, “I have no doubt you 
will be able to get a card at any post 
office, if your financial status is OK.” 

The younger man examined the 
8x10 form containing about thirty 
questions to be answered, and a stipu- 
lation that the article purchased would 
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not be resold, and that all the require- 
ments listed on the container label 
would be fulfilled, “under penalty of 
confiscation of the recognition card.” 

“Our hands are tied,” the clerk 
apologized, producing a quart can. 
“We could be fined and lose our source 
of supply if we sold this to you with- 
out a card. Read the label.” 


. was the now familiar “Approved 
by the Secretary,” with the added 
features of the recognition card and 
other stipulations. 

“Don’t you carry another brand of 
oil?” the young patron inquired. 

“We ran out of it,” was the answer. 
“When their salesman saw we were 
stocking this oil he got mad. Said he 
couldn’t compete with such prices. 
You see, we sell this 40 per cent 
cheaper. We don’t make as much 
profit, but we sell more. 

“Tt seems the linseed oil people had 
Cink” 

“Monopoly,” the young customer 
finished for him. “They could sell it 
cheaper if they wanted to—it’s all a 
matter of management.” 

The clerk gasped, while the father 
said, “Come along, son. I guess the 
shack don’t need paint that bad.” 

And the two men left without any 
of the materials they came to buy. 

Nothing was said until they were 
near their home. 

Then, from the elder, quietly, “Son, 
I’m awfully glad I sent you to night 


pany licensing dispute, said Congress had ‘approved’ general 


q “CounseEL for FPC in the Virginia Electric & Power Com- 


development plans for 97 per cent of our rivers and tribu- 
taries, ‘many, many years ago.’ But there is a vast difference 


between approval and ‘authorization. 
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school. I wish you’d get me all the 
dope you can on this-this-thing.” 

“Yes, sir,” said the son. 

“And,” continued the elder, “I 
wish you’d bundle up that coat and 
ship it back. And,” he said, vehement- 
ly, “I’m not filling out any forms in 
triplicate to get my money back. If I 
never get it back I’ll charge it up to 
money well spent on education.” 


wa the father and son episode 
is purely imaginary, it is as noth- 
ing when compared to what might 
happen if the Secretary’s arrogation 
of power to himself were carried to 
its illogical extreme. But the statistics 
mentioned in the dialogue are factual. 

Counsel for FPC in the Virginia 
Electric & Power Company licensing 
dispute, said Congress had “approved” 
general development plans for 97 per 
cent of our rivers and tributaries, 
“many, many years ago.” But there is 
a vast difference between approval and 
“authorization.” 

Putting the fur industry out of 
business is not farfetched, remember- 
ing that TVA “liquidated” 45 private 
electric power companies, with the 
loss of astronomical piles of tax 
moneys to the Treasury, and the retir- 
ing of large sums of private invest- 
ments which stopped earning divi- 
dends when TVA went into action. 

Selling fur coats to “preferred” 
customers is something like the sale of 
20 per cent of the nation’s electric 
energy at “cost,” a fiction that has 
often been exposed, because in spite of 
claims of lower electric rates (due 
entirely to nonpayment of tax by 
TVA power outfits) private industry 
(taxed) often sells energy for less 
than the subsidized plants. 


Western folk are not happy over 
Interior’s control over the bait deal- 
er’s “nearly 500,000,000 acres.” Chap- 
man’s figure is 457,600,000 acres 
(about one-fourth of the area of the 
U. S.). Fifty per cent of 11 far west- 
ern states is “public land,” 406,700,- 
000 acres — 70 per cent of Idaho, 
alone. 


HEN the Hell’s Canyon, Idaho, 

$475,000,000 dam was proposed 
(a 90 per cent electric energy scheme) 
no Senator or Representative from 
Idaho would introduce the bills. 

“T often hear people in my state 
complain,” Senator Lester C. Hunt 
(Democrat, Wyoming) told the Sen- 
ate, “about government in the distant 
city of Washington having more au- 
thority over their lives than the local 
or state government . . . one county is 
only 4 per cent privately owned, and 
unfortunately that percentage is di- 
minishing as the Federal government 

. withdraws additional areas for 
Federal projects.” 

Marion Clawson, formerly of the 
Bureau of Land Management, was the 
source of the bait man’s timber figures, 
in a speech made last year. 

Richard M. Smith, manager of nat- 
ural resources department, U. S. 
Chamber of Commerce, told this re- 
porter about the Forestry Service: 
“. .. they are not marketing finished 
products, but they have a life-and- 
death control over many forest indus- 
tries, particularly in the West,” so, for 
the present, the fishing rod business is 
safe, it is assumed. 

As to synthetic fuels, Chapman, in a 
speech, mentioned 300,000 gallons 
made from lignite at Louisiana, Mis- 
souri, by the Bureau of Mines, one of 
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Interior’s two dozen or more bureaus. 
At that time he predicted low-cost elec- 
tric power might come from lignite. 

Before the new Congress convened 
Chapman sent a message suggesting 
that private industry spend a billion or 
so on synthetic fuel manufacture from 
coal and oil shales to anticipate a pos- 
sible future shortage. 


Pyeng on this, the Los 
Angeles Times, and the Times- 
Herald, Washington, D. C., said 
Chapman made it appear that the gov- 
ernment fathered the idea, whereas 
private companies’ research proved 
synthetics could not compete with nat- 
ural fuels in cost. 

Both editorials contended Chapman 
knew private industry would not re- 
spond to his pleas, “Then, in the name 
of ‘conserving natural resources,’ ” the 
Times-Herald said, “he may be de- 
pended upon to urge the government 
to undertake the job.” 

No wonder, as Deane W. Malott, 
president of Cornell University said, 
“Educators and businessmen alike fear 
the long shadow of the Federal gov- 
ernment casting its inexorable influ- 
ence...” 

And, Harold W. Dodds, president 
of Princeton, remarked, “For fifty 
years we have heard... about the 
dangers of big business. The time has 
come to apply similar criticism to big 
government. . . . Certain measures 
touch millions of voters. They involve 
transfer of money from one man’s 
pocket to another’s, through the brok- 
erage activities of government off- 
cials.” (Such as the mythical beaver 
coat? Or the actual, very real elec- 
tricity at cost?) 

“The natural resources industries 
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approach a crisis,” said the chamber 
of commerce, “. . . they are facing an 
ever-mounting pressure for Federal 
ownership and controls . . . all natural 
resources are threatened in one way or 
another,” and mentioned electric pow- 
er as the present biggest sufferer. 


| agreement with this, Fortune 
magazine said several months ago, 
“Interior operations in power are no 
longer within the bounds of reason.” 

Impervious to public criticism, 
Michael W. Straus, ex-Bureau of Re- 
clamation chief, boasted to a House 
committee, his bureau “has probably 
undergone more investigation, con- 
gressional and otherwise, than any 
similar government agency”; at the 
same time he dubbed Interior as “the 
world’s largest power producer . . . 
and marketing agent for excess power 
produced at most Federal plants.” 

His bureau has built a 4,520-mile 
network of transmission lines to carry 
tax-free power at “cost.” 

Thus public power marches on, as 
Richard G. Baumhoff, in his book The 
Dammed Missouri Valley, relates the 
conflict between various Federal agen- 
cies trying to get control of that vallev 
development. This epitomizes what 
The Saturday Evening Post terms, 
“the Federal government’s continuous 
battle to gain greater control over in- 
dividual and local communities.” 

Wrote Baumhoff, “The plan for the 
public power grid in the basin is such 
that one irreverent engineer on the 
public payroll . . . remarked either in 
jest, or biting sarcasm, ‘In North Da- 
kota and South Dakota the distribut- 
ing system resembles a large fish net, 
with very little chance of a sucker to 
escape receiving public power.’ ” Fur- 
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thering, it seems, the gangster tech- 
nique of “take our power, or else!” 
which is very familiar to the West 
and Northwest. 


- this connection The Saturday 
Evening Post took great satisfac- 
tion in the Fallbrook, California, vic- 
tory, when the U. S. Comptroller Gen- 
eral ruled the government could not 
use its money to prosecute Fallbrook’s 
citizens for drinking water and irri- 
gating their land, when a Marine 
Corps camp might need the water; 
14,000 farmers and householders de- 
fed the government ukase on the 
grounds that “if the Federal govern- 
ment can by sovereign authority take 
California water... then it might 
take anything, anywhere.” (Fish bait 
business, maybe?)® 

“Fallbrook is out of danger,” the 
Post said, “but the power grabbers are 
certain, sooner or later, to set them up 
in another alley.” 

According to a government volume, 
weighing nearly three pounds, “A 
Water Policy for the American Peo- 
ple,” the President’s Water Policy 


2 For Fallbrook details, see “The Importance 
of the Fallbrook Case,” by William F. Elliot, 
Pustic Utitities FortNIGHTLY, Vol. XLIX, 
No. 8, April 10, 1952, page 465. 


Commission is setting them up on all 
the rivers and streams in the country. 

Filled with costly colored charts, 
maps, and pictures, this two-inches- 
thick book says “it is impossible to 
state what a resources program would 
cost. The nation has never had such 
a program, or such a budget.” 

Later you read, “if all the river 
basins were given the same intensive 
treatment as those most fully devel- 
oped by the Army Engineers’ plans, 
the cost would be about $115 billion.” 


| agri Senator John C. Stennis 
(Democrat, Mississippi) ain’t 
seen nothin’ yet, even if he did say re- 
cently, “Federal programs have be- 
come so large and extensive over the 
years, that if every member of Con- 
gress worked on the appropriations 
bill every hour of the day, still there 
would not be sufficient time to consider 
properly, check, and weigh the various 
items of these enormous bills.” 

So, it is not beyond the realm of 
conjecture that someday, somehow a 
preoccupied Appropriations Commit- 
tee may overlook a little item of $115 
billion for “natural resources.” Then, 
conceivably, you could find yourself 
buying worms with a preferred card 
—if your credentials are all in order. 





¢¢ Acmost from its very beginnings, electric power par- 
ticularly has provided a blueprint for American indus- 


trial and economic achievement. This is so self-evident that we 
are inclined to forget it. Just as continuing research and tech- 
nological improvement have heightened the performance and 
increased the efficiency and economy of electrical generating and 
distributing equipment, year after exciting year, so has the 
greater availability and resourcefulness of electric power length- 
ened the arm and heightened the performance of ALu kinds of 
industry year after year.” 
—C. H. Lange, 
Vice president, General Electric 
Company. 
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State Background for Federal 


Commissions 


HE nomination of Jerome K. 

Kuykendall, chairman of the Wash- 
ington Public Service Commission, to 
the Federal Power Commission has 
caused observers to wonder if President 
Eisenhower is setting a pattern of state 
commission background for his appoint- 
ments to Federal regulatory commis- 
sions. Coming soon after his appoint- 
ment of Chairman John C. Doerfer of 
the Wisconsin Public Service Commis- 
sion to the Federal Communications 
Commission, the similarity of both of 
Ike’s appointees has not escaped notice 
in Washington. 

Both are in their forties and have 
achieved a record for successful and 
vigorous state commission service. (Kuy- 
kendall’s father before him was director 
of the old Washington Department of 
Public Works.) Both have been active 
Republicans in their respective states, 
but neither have had any previous full- 
time connection with Federal service. 

So, the question is being raised 
whether President Eisenhower may be 
seeking to build up a career background 
for the Federal commissions which is 
based upon the younger men with a 
state regulatory tradition rather than 
upon Federal bureau or staff service. If 
so, this would be a departure from the 
Roosevelt-Truman practice, which more 
often recruited Federal regulatory com- 
missioners with political and Federal 
bureau careers rather than from the state 
regulatory commissions. 

There are exceptions, of course, such 
as Paul A, Walker, sole surviving 
charter member of the Federal Com- 
munications Commission, and Chairman 
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Thomas C. Buchanan, who has been 
serving on the FPC under an interim 
appointment from former President Tru- 
man and was replaced by Kuykendall 
after the latter’s confirmation. Commis- 
sioner Draper, another FPC veteran, also 
had a background of regulatory service 
with the Wyoming commission. 


UYKENDALL was born in Pomeroy, 
Washington, attended the Uni- 
versity of Washington, and practiced 
law at Olympia. He was assistant attor- 
ney general for the state before his 
appointment to the Washington commis- 
sion by Governor Langlie in 1950, Fol- 
lowing his confirmation by the Senate, 
President Eisenhower was expected to 
designate the new chairman of the FPC 
because of the departure of Chairman 
Buchanan. Speculation ranged between 
former Chairman Nelson Lee Smith and 
the newly confirmed Commissioner Kuy- 
kendall to get top billing. 

Kuykendall’s appointment, from the 
political point of view, was regarded as 
middle-of-the-road. Earlier discussion 
had centered around rival “candidates,” 
reported to have been urged by the Mid- 
dle West (Kansas) and New York state 
wings of the party. By reaching into the 
Far West to pick a state commission 
chairman respected for his fair decisions 
and capable administration of regulatory 
affairs, President Eisenhower probably 
avoided any appearance of favoritism 
as between the two regional groups 
mentioned. 


Sd 
Reaction to Hoover's Speech 


LTHOUGH press editorial reaction fol- 
lowed confirmed lines of sentiment 
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for the most part, former President 
Hoover’s forthright demand that the 
government get out of the power business 
in his speech before the Case Institute 
of Technology in Cleveland, Ohio, on 
April 11th, evidently is causing some 
serious reflection on the Federal govern- 
ment’s ventures into “socialized power.” 
Died-in-the-wool antiutility journals, 
such as the St. Louis Post-Dispatch and 
the Louisville Courier Journal, scoffed 
at Hoover’s criticism of such things as 
the Tennessee Valley Authority and 
bluntly suggested that he was still fight- 
ing a battle that he lost over twenty years 
ago. 

But more objective editorial comment 
from papers which have in the past been 
more or less favorably disposed to gov- 
ernment ventures into the power busi- 
ness indicated that the ex-President has 
stirred up some editorial brain cells. 
Along this line was the comment which 
was noted in the New York Herald 
Tribune. (See “What Others Think,” 
page 643.) In the nation’s capital, of 
course, the Eisenhower administration 
leaders are not prepared to go so far 
as former President Hoover in asking 
that the Federal government “get out 
of the business of generating and dis- 
tributing power as soon as possible.” 
But the plea by ex-President Hoover is 
in general harmony with prevailing 
administration thinking: Witness Presi- 
dent Eisenhower’s move last month to 
get the government out of the synthetic 
rubber business and sell Federal plants 
back to “competitive private industry.” 

Again, while Secretary of Interior 
McKay said he does not want to 
see all existing Federal power projects 
“scrapped,” and does not “agree 100 per 
cent” with Hoover, he thinks that 
“private industry should live, and the 
government should not put roadblocks 
in its way.” 


OOvER’s most telling blows were 
aimed at the deception used to push 
the Federal power business, such as 
systematic underestimation of costs and 
juggled accounting to cover subsidies 
in interest and investment. Hoover’s 3- 


step program should help to crystallize 
congressional thought on what basic steps 
must be taken to give the government a 
workable power policy. 

Hoover’s recommendation on regula- 
tion and reorganization may even be 
more effective than his demand to get 
government out of business. Recalling 
the recommendations of his reorganiza- 
tion committee three years ago, Hoover 
renewed the proposal for the following 
reorganization steps: revision of ac- 
counting methods to assure fair alloca- 
tion of functional costs of multipurpose 
projects; investigation of such actual 
costs and prospective returns on proj- 
ects; a standardized formula for leasing 
plant and facilities in order to pay inter- 
est on amortized Federal investment ; 
working out plans for co-operative par- 
ticipation by local and state agencies in 
future project costs and benefits. A mes- 
sage to the Congress on President Eisen- 
hower’s own ideas and resource develop- 
ments is expected in the near future. 


zB 
Power from the Atom 


. Atomic Energy Commission re- 
cently announced an agreement un- 
der which two companies, now serving 
the utility industry, will make a study 
aimed at industrial production of atomic 
power “in the next few years.” The new 
arrangement is part of a mushrooming 
program for the enlistment of private en- 
terprise in peacetime atomic power de- 
velopment. AEC will ask Congress to 
relax the government’s presently airtight 
atomic monopoly to permit private in- 
vestment in nuclear power. 

The AEC has completed agreements 
with the Pioneer Service & Engineering 
Company of Chicago and the Foster- 
Wheeler Corporation of New York, un- 
der which these companies—at their own 
expense—will make a one-year study to 
(1) determine feasibility of their design- 
ing, building, and operation of an atomic 
power plant; (2) examine the economic 
and technical aspects of building the plant 
within the next few years; (3) determine 
whether the project will require any re- 
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search and development work beyond 
that already done by the government ; 
(4) make recommendations to the AEC 
on the power project and “industry’s 
role in undertaking and carrying it out.” 

Pioneer Service is consultant to the 
electric utility industry “in all phases of 
the electric power business,” the AEC 
said. Several of its clients, including 
large utilities in the Midwest and West, 
are supporting the study. Foster-Wheel- 
er Corporation makes equipment for the 
power, oil refining, and chemical indus- 
tries. The Pioneer Service-Foster- 
Wheeler group is the fifth industrial 
team to undertake atomic power studies 
in co-operation with the AEC. 

The others have submitted reports 
which prompted the commission recently 
to say it anticipates “large-scale partici- 
pation by industry” in atomic power pro- 
duction. More than 225 companies have 
indicated interest in starting new busi- 
nesses based on atomic energy. 


- 
Canadian Gas Bargain Ended 


HERE may have been more than 

meets the eye in the recent decision 
of the United States to withdraw its pro- 
posal to the International Joint Commis- 
sion for construction of the $300,000,000 
Libby dam in Montana. This is a hydro- 
electric project proposal which would 
have backed up water in the Kootenai 
river for 58 miles in the United States 
and 42 miles in Canada. Naturally, such 
an inundation of Canadian land would 
require permission from our good neigh- 
bor to the north, even though a good 
many people in that particular locality 
are of the opinion that it needs more wa- 
ter than it does land, and that the benefits 
would outweigh any disadvantages. 

Be that as it may, Canadian officials 
were not loath to use the Libby dam 
proposition as a bargaining point on a 
controversial question now before the 
FPC—whether to authorize the importa- 
tion of Canadian gas to serve cities in the 
Northwest or a rival system of pipelines 
tapping our own southwestern gas-pro- 
ducing area. There was nothing official 
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about it, of course. But it would have 
been a hard argument for the FPC to 
meet. 

It would not be an argument on its 
merits or subject to brief, precedent, 
statute, or anything else falling within 
the usual province of FPC decision. It 
would have been a simple proposition of 
“either you take Canadian gas or there 
will be no American power at Libby 
dam.” 

But the Libby dam proposal was 
launched in the heyday of the Truman 
administration, with its grandiose plan- 
ning for expensive Federal projects. The 
climate around Washington these days is 
considerably different. And so the proj- 
ect proposed to the International Joint 
Commission on January 12, 1951, has 
been withdrawn by a letter of the present 
Secretary of State, John Foster Dulles. 


ferent of the application does 
not mean the project is “dead,” of- 
ficials emphasize, adding that the ques- 
tion had come up of moving the dam far- 
ther downstream in Montana, below the 
town of Libby. New proposals might be 
submitted “later on” after investigation 
of “certain domestic questions.” For the 
time being, the International Joint Com- 
mission has marked the project off its 
calendar. The withdrawal! thus removes 
one complication affecting FPC consid- 
eration of importing western Canadian 
gas to serve northwest cities in the 
United States. FPC may now consider 
the rival gas applications to serve the 
northwest area on the more familiar 
ground of economics, statutory law, and 
all that sort of thing. 


= 
FCC Chairman Named 


| H. Hype was designated by 
President Eisenhower on April 
18th as chairman of the Federal Com- 
munications Commission for a period of 
one year. 

He has been associated with the FCC 
since its creation in 1934, and has served 
as a commissioner since April 17, 1946. 

Chairman Hyde is a Republican and a 
legal resident of Bannock county, Idaho. 
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Industry Bargaining Questioned 


osEPH A. BEIRNE, president of the 

CIO Communications Workers of 
America, has called fer approval of in- 
dustry-wide bargaining under the Taft- 
Hartley law instead of restricting it as 
some proposals already before Congress 
would do. Beirne said CWA holds the 
position that the law “should go off the 
statute books” but that in the light of 
“present-day considerations” the union 
wanted to contribute to “realistic, equi- 
table consideration of amendments to the 
present law.” 

Specifically, Beirne called for the elim- 
ination of the requirement that labor 
unions file compliance forms and non- 
communist affidavits; rejection of pro- 
posals to ban industry-wide and system- 
wide bargaining ; ending the 80-day in- 
junction provision in the law and provi- 
sion for congressional action in “real na- 
tional emergencies”; lengthening of the 
present 6-month statute of limitations on 
filing of unfair labor practice charges; 
ending of employer abuses of the “free 
speech” provisions of the law ; and return 
to “fair play” in labor management rela- 
tions. 

In his recent statement before the Sen- 
ate Committee on Labor and Public Wel- 
fare, Beirne showed himself particularly 
concerned with proposals to ban indus- 
try-wide bargaining. He contended that a 
monopoly situation existed in the tele- 
phone industry—but “only on the side of 
management”—and argued that, except 
for a comparatively small group, “the 
members of the Communications Work- 
ers of America have one employer—the 
American Telephone and Telegraph 
Company, which controls some 90 per 
cent of the telephone interests in Canada 
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and Cuba as well.” It is Beirne’s position 
that such alleged “unity of management” 
must have as its corollary the unity of 
workers if there is to be equality at the 
bargaining table. 


| gamer said his contention that there 

is only one employer in the Bell sys- 
tem was supported by two Federal agen- 
cies and a Senate Labor Committee ma- 
jority report of the 82nd Congress, First 
Session. He asserted that this conclusion 
was reached by the Federal Communica- 
tions Commission during the telephone 
investigation in the thirties, and the tele- 
phone commission of the World War II 
labor board, made up of industry, labor, 
and public members. 

The CWA President also cited state- 
ments by a former AT&T president, 
Walter S. Gifford, in support of his con- 
tention. “I could choose no better words 
than Mr, Gifford’s to describe the struc- 
ture of the Bell system when he said: 
‘The Bell system is one organic whole, 
research - engineering, manufacturing, 
supply, and operation. It is a highly de- 
veloped, nation-wide, interconnected 
service.” To prevent the development 
toward system-wide bargaining, said 
Beirne, “would put all the cards in the 
hands of management and could give the 
green light to further constriction of the 
bargaining areas of our workers. The fic- 
tion of ‘separate entities’ which is pro- 
moted by AT&T management when Bell 
system companies are discussed could be 
further intensified to break down the so- 
called separate companies into a multi- 
tude of units for the purpose of bargain- 
ing,” he stated. 

Despite Beirne’s arguments, sentiment 
in the committee appeared to favor some 
sort of a ban on industry-wide bargaining. 
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The progress of the telephone indus- 
try in labor-management relations which 
has permitted both sides of the table to 
bargain for entire companies of the Bell 
system, which, individually, cover a 
number of states, is not likely to be inter- 
fered with. Such AT&T subsidiaries as 
Southern Bell Telephone & Telegraph 
Company, Southwestern Bell, and North- 
western Bell Telephone Company, now 
have such extensive area agreements with 
CWA. 

In calling for the rejection of the 80- 
day injunction provision in the Taft- 
Hartley Act, Beirne charged that the 
provision “works against labor only.” He 
claimed that it gives management “an- 
other eighty days—in addition to the 60- 
day contract termination notice—to back 
away from bargaining.” The CWA, 
Beirne said, “wants to see the mandatory 
injunction removed from the act in con- 
nection with national emergency disputes. 
It serves no useful purpose,” he said, 
“.. and only delays and postpones the 
settlement of the dispute until tomorrow, 
when it could be settled today.” 


Here, again, committee sentiment does 
not seem to favor Beirne’s position. As 
Senator Taft has indicated, the emer- 
gency injunction provision will probably 
be left alone. But if it is changed, it is 
more likely to be strengthened than elimi- 
nated. 


* 


Airline Adopts New Teletype 
System 


NEW completely automatic teletype 
A system, designed to handle the 
heavy volume of communications neces- 
sary in the operations of a modern air- 
line, was recently unveiled by American 
Airlines and the Long Lines Department 
of the American Telephone and Tele- 
graph Company. 

The system, called the 81-D-1, is the 
only one of its kind, featuring automatic 
switching among circuits, automatic 
priority to urgent messages, and auto- 
matic push-button addressing of air-to- 
ground messages. 

The system links the airline company’s 
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70 stations on its nation-wide routes. 

Its importance is evident in the month- 
ly volume of messages transmitted. 
American Airlines made a total of 571, 
000 teletype transmissions over its pri- 
vate line system in the month of Feb- 
ruary. The volume averages about the 
same each month. 

The new system supplants a network 
of teletype circuits along routes. Under 
the old system, the operator, before trans- 
mitting a message, watched the circuit 
and awaited his turn in station sequence. 
This was necessary to preserve order and 
permit each station equal opportunity for 
transmission. 

A priority message allowed the oper- 
ator to “break” the circuit; i.¢., stop all 
other transmissions and send the priority 
message immediately. A large number of 
priorities at one period not only disrupted 
normal sequence but delayed regular 
messages. 

Much time was spent waiting for sta- 
tion sequence, scanning message ad- 
dresses, and manually transferring per- 
forated tape from one circuit to another. 
Priority “breaks” added to the delays. 
The waste of teletype paper was enor- 
mous due to the discarding of received 
messages addressed to other stations. 
Each operation presented chances for 
human error. 


HE new 81-D-1 PLT system also 

has a number of stations on each cir- 
cuit. However, each circuit terminates 
in one of three automatic switching cen- 
ters at New York, Chicago, and Fort 
Worth. 

The circuits are “duplexed.” That is, 
they allow simultaneous transmission in 
each direction. Messages are passed be- 
tween switching centers over duplexed 
trunk lines. 

A message transmitted from one cir- 
cuit, addressed to a station or stations 
on its own or another circuit, comes into 
the switching center and is automatically 
transferred or “relayed” to outgoing cir- 
cuits on which the stations addressed are 
connected. 

Only the stations addressed receive a 


630 





EXCHANGE CALLS AND GOSSIP 


copy of the message. A message can be 
sent (1) to any one of the 150 machines 
in the 70 stations, (2) to any specified 
group of these machines, or (3) to all. 
This selectivity of the system is accom- 
plished by assigning each of the 148 re- 
ceiving machines a two-letter CDC (Code 
Directing Characters) which automatical- 
ly starts that particular machine, This 
feature alone will save American about 
$2,500 a month in paper since it elimi- 
nates the unnecessary duplication of mes- 
sages all along the circuits. 


HE word automatic means more 

than just the relay of messages. Mes- 
sages to be sent are automatically trans- 
mitted in sequence on each circuit. No 
longer does the operator have to sit at his 
machine waiting his turn in station se- 
quence. 

Here’s how it works: An originated 
message with its CDC is typed out on 
the teletype machine and a tape is per- 
forated. The tape is inserted in the tele- 
type transmitter head just as with the 
old system. The operator, however, can 
now leave the PLT machine, for the tape 
will be automatically transmitted when 
the machine’s turn in circuit sequence is 
reached. 

There is no loss of time by the operator 
waiting his turn to transmit, no loss of 
time in scanning, no waste of paper in 
discarding unwanted messages, no man- 
ual relay of tape in the switching cen- 
ters. The chances for error in operation 
are reduced to a minimum. 

Even in case an error is made in the 
addressing of a message, the 81-D-1 is 
geared to catch it. The incorrectly ad- 
dressed message, on reaching the switch- 
ing center, is relayed to an intercept ma- 
chine and held until the address is cor- 
rected. The intercept also comes into play 
when a station is out of order or closed 
down for maintenance. All messages to 
such a station are relayed to the inter- 
cept until such time as the station goes 
back into operation. 


_—- several other airlines have 
automatic PLT switching systems, 
the 81-D-1, developed over several years 
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in the Bell Telephone Laboratories to 
meet the needs of American Airlines, has 
some special features which make it the 
only one of its kind. 

One feature is the automatic push-but- 
ton addressing of aircraft radio contacts 
to flight control points and to other sta- 
tions concerned. Radio operators at pri- 
mary stations copy air-to-ground con- 
tacts directly on teletype machines. 
After contact is completed, the operator, 
knowing the station or combination of 
stations that should receive the informa- 
tion, presses one of a series of buttons be- 
side his machine. Pressing the button 
causes the proper address to be auto- 
matically inserted ahead of the contact 
text just typed. 

Without further attention from the op- 
erator the contact is transmitted in prop- 
er circuit sequence. 

All air-ground radio contacts receive 
priority handling on teletype, and the 
81-D-1 has an automatic priority system 
which makes it unique. Priority messages 
are assigned a special code and are 
“stored” on a special level. 


¥ 
FCC Approves Phone Trade 


FEDERAL COMMUNICATIONS CoM- 

MISSION examiner has approved a 
proposed swap by Southwestern Bell 
Telephone Company and Western Light 
& Telephone Company, Inc., of several 
telephone exchanges in Missouri, Kansas, 
and Oklahoma. Examiner Annie Neal 
Huntting said the trade should mean 
greater efficiency and economy and might 
result in lower rates. Her tentative ap- 
proval was to become effective last month 
unless objections were made. 

The plan calls for Western to trans- 
fer 27 exchanges, serving 8,981 sub- 
scribers, to Southwestern Bell. In return, 
Southwestern Bell and a_ subsidiary, 
Ozark Central Telephone Company, 
would transfer nine exchanges, serving 
6,981 subscribers, to Western. An ap- 
praisal of property values would be made 
and the company taking over properties 
of the highest value would pay the differ- 
ence in cash. 
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FPC Commissioner Smith’s 
Views on Gas Regulation 


HE address before the New York 

Society of Security Analysts by 
FPC Chairman Buchanan last summer 
proved to be of major interest in the fi- 
nancial district, as described in this de- 
partment at the time. Nelson Lee Smith, 
long a member of the commission, on 
April 13th addressed the National Fed- 
eration of Financial Analysts Societies 
at Philadelphia. Possibly forewarned by 
Mr. Buchanan’s experience, Mr. Smith 
remarked in his preamble “I am ventur- 
ing well into the lion’s den. . . . I can 
only hope that . . . there may be enough 
life left in the carcass to get me back to 
Washington to participate in the regu- 
lar deliberations of the Federal Power 
Commission.” 

Mr. Smith made some effective re- 
marks on the philosophy of regulation, 
which he described as “a somewhat 
pragmatic process in which basic con- 
cepts are sufficiently stable to protect all 
facets of the public interest but pro- 
cedures and techniques are flexible 
enough to permit of their continuing im- 
provement.” Regarding the present 
much-advertised regulatory lag in cases 
pending before the FPC, he reminded 
the analysts that in earlier years delays 
in rate cases sometimes ran into periods 
of years due to long contests in the 
courts—“and furthermore it is a fact that 
some of the legalistic approaches and 
shibboleths which now haunt all con- 
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cerned in their efforts to reduce the lag- 
in-reverse have their origins in that 
earlier period of resistance to rate reduc- 
tions.” 


HE natural gas companies first be- 
gan to feel the increased costs of 
construction and operation in 1949, when 
there were some small applications for 
rate increases, By 1951 rate increase fil- 
ings with the FPC totaled nearly $98, 
000,000 and in 1952 30 companies asked 
for $149,000,000 in increases, with re- 
sults as follows: 
Millions 
Accepted without delay 
Temporarily suspended, 
later allowed 
Disallowed 
Withdrawn 
Effective under bond 
pending final 
disposition 
Suspended 
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Including carry-overs from previous 
years, more than $71,500,000 per year 
in increased rates were being collected 
by natural gas companies at the end of 
1952 under bond and subject to refund. 

Commissioner Smith agreed that this 
isa “most unhealthy situation.” In some 
instances, he pointed out, companies have 
filed for a second or even a third increase 
before their first filings were finally dis- 
posed of, and each of these successive 
filings may have set off an additional 
chain of rate increases down through the 
list of wholesale customers so that the 
entire industry has become confused 
about past, present, and future earnings 
because of the numerous potential re- 
funds. 


Wax can be done to remedy this 
situation? Mr. Smith referred to 
the proposed new rules for filing appli- 
cations. Reducing the filing data to es- 
sential and comparable form should not 
only help the commission to decide 
whether the increase should be suspended 
and for how long, but would also simpli- 
fy the trial or negotiated settlement of 
suspension cases, he maintained. How- 
ever, some means must also be found to 
shorten the fact-finding process and 
eliminate some of the thousands of pages 
of records and hundreds of exhibits now 
typical of formal rate case proceedings. 
“Much of what passes as a quest for pre- 
cision in forecasting,” he remarked, “is 
illusory and of little significance in the 
end result. . . . More extensive and ef- 
fective use of the pretrial conference, 
however, should make it possible to nar- 
row issues and to eliminate minor dis- 
putes about relatively inconsequential 
matters of fact, upon which otherwise 
days of testimony and cross-examination 
would be wasted. It would seem that 
most factual questions relating to rate 
base, operating expenses, and prospec- 
tive revenues could be covered either by 
stipulation or through prepared testi- 
mony circulated in advance . . .” 

One of the major problems in natural 
gas rate cases is the allocation of costs 
as between various parts of the business 
and as between the demand and com- 
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modity components of two-part rates. It 
would simplify matters, Mr. Smith said, 
if the jurisdiction of the FPC were ex- 
tended to include the rates at which di- 
rect sales are made. There would still re- 
main such questions as the length of 
time of past performance which should 
be used as a guide to the future, and the 
extent to which anticipated changes 
should be considered in prospective rate 
making. 

In his opinion, rate changes should be 
as nearly coincidental with cost changes 
as practicable. 


EGARDING the commission’s celebrated 
“cost of money” theory, Mr. Smith 
pointed out that this is not new. Thus in 
the Bluefield Case of 1923 } the Supreme 
Court recognized that utilities should be 
allowed to attract the capital necessary 
to provide adequate service, and that the 
rates of return on capital would vary 
from time to time and that such rates 
should be related to yields on comparable 
investment opportunities. The commis- 
sion’s use of earnings-price ratios in ar- 
riving at fair rate of return has also been 
criticized, because these ratios are then 
applied to book value of the equity. In 
mid-1951 various natural gas stocks 
were reported selling at 14—4} times 
their book values, and “it has been sug- 
gested that anything which would lead 
to a reduction of those premiums over 
book value might be disastrous in its ef- 
fect upon the ability of pipelines to raise 
the capital necessary to construct new 
facilities. . . . But to approach the prob- 
lem of rate making simply from the 
standpoint of maintaining existing mar- 
ket prices of common stocks, whatever 
their level, would involve the same type 
of circular reasoning that led some to 
advocate fifty years ago the use of capi- 
talized earnings as the rate base.” How- 
ever, he admitted that “for equity fi- 
nancing to be attractive, stock must com- 
mand an appreciable premium over book 
value, and that perhaps this premium 
must be greater in the case of the newly 
established venture than in the case of 
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the old and _ seasoned company.” 

Commissioner Smith suggested that it 
might be possible to develop as a guide 
some kind of an industry-wide figure for 
cost of money and rate of return, derived 
in terms of average capital structure and 
average cost of money. “The effects of 
such an approach . . . would be on the one 
hand to place a premium on unconserva- 
tive minimizing of the equity and, on the 
other, to penalize companies whose high- 
er historical money costs or more con- 
servative financial structure would re- 
sult in equity earnings so low as to be 
unattractive.” 


_ respect to the current problem 
of the accounting method of han- 
dling tax savings resulting from acceler- 
ated amortization, Mr. Smith stated 
that the attitude of the FPC should not 
be judged by the interim settlement of 
a rate case in which the company agreed 
to pass the full immediate tax saving to 
its customers. This “mutual agreement 
of what might be termed a package deal” 
should not be considered as a precedent. 
The commission hopes to clarify its posi- 
tion on the matter shortly, he added. 

Regarding gas reserves, Mr. Smith 
pointed out that the number of years’ 
supply at annual production rates 
dropped from thirty-two and one-half 
years in 1946 to twenty-four and one- 
half years at the beginning of 1952. Thus 
in about a year life expectancy may fall 
to twenty years, a minimum commonly 
required by the FPC in gas certification 
cases. Thus the commission feels obli- 
gated to move carefully in studying pro- 
posed extensions of pipelines, to be sure 
that gas reserves will be adequate. Inter- 
state pipelines should be encouraged to 
acquire larger gas supplies—something 
which FPC rate policy unfortunately 
does not encourage. 

While industry representatives would 
not of course agree with all of Commis- 
sioner Smith’s views, nevertheless his 
address appeared to reflect a somewhat 
more deliberate and flexible approach to 
the regulatory problem than has been 
typical of much commission procedure 
over the past year or so. (For additional 
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recently expressed views of Commis- 
sioner Smith on gas regulation, see post 
page 646.) 


* 


Views of the Gas Industry on 
Regulation 


.; P. RATHER, president of the Inde- 
e pendent Natural Gas Association 
of America and of Southern Natural Gas 
Company, also addressed the analysts. 
One of the continuing problems, he 
stated, is whether the production of gas 
should be regulated at the source. In the 
Phillips Case* the FPC held that the 
Natural Gas Act does not apply to com- 
panies engaged only in production and 
gathering of gas, but that decision is on 
appeal before the courts. 

The greater part of known gas re- 
serves is in the hands of oil companies 
which are equipped to do large-scale ex- 
ploration. Often both oil and gas exist 
in the same field and the same reservoir, 
which complicates the question of regu- 
lation. If regulation applied only to gas 
and not to oil, how would costs—par- 
ticularly for exploration—be allocated? 
Also there is danger that price regula- 
tion would reduce exploration for gas, as 
well as its production. If sale of gas to 
a pipeline would mean regulation by the 
FPC, there might be some doubt wheth- 
er the gas would be sold. Even the threat 
of such regulation has caused large, 
closely held natural gas reserves to be 
kept off the interstate market, and be- 
cause of this artificial limit on purchase- 
able supplies the price of gas has in- 
creased. 


HILE the commission has decided 

that oil companies like Phillips are 
not subject to the act, it has consistently 
held that gas produced by companies 
which are admittedly natural gas utilities 
is subject to price regulation. Moreover, 
it has priced the gas so produced by the 
“rate base method” which means that a 


2 Re Phillips Petroleum Co. (FPC 1951) 9 
PUR NS 325, Opinion No. 217, Docket No. 
G-1148, August 22, 1951; rehearing denied 
September 28, 1951. 
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ublic utility rate of return is applied to 
original cost less depreciation. That pol- 
icy was established in the Canadian 
River—Colorado Interstate and Colo- 
rado- Wyoming Gas Company Case, de- 
cided on March 18, 1942.8 This policy 
has (1) made some oil companies re- 
luctant to sell gas to pipelines; (2) made 
it difficult for the pipelines to find their 
own gas supplies; and (3) in some in- 
stances has resulted in pipelines dispos- 
ing of some of their gas-producing prop- 
etties. There is no reason why the FPC 
should be bound to continue this “rate 
base method,” since the Supreme Court 
majority in passing on the commission’s 
decision in the 1942 case stated “we do 
not say the commission lacks the au- 
thority to depart from the rate base 
method.” 

Under the present gas-pricing policy 
of the FPC a natural gas company can- 
not successfully carry on, over any con- 
siderable period of time, the same kind 
of campaign to discover gas as can the 
independent operator, since it cannot af- 
ford to assume the same risks. But the 
natural gas companies should be en- 
couraged to place themselves in a com- 


petitive position with the oil-gas pro- 
ducers, by owning a substantial part of 
their reserves, so that they will be in a 
bargaining position for new supplies, 

Field pricing in accordance with pub- 
lic utility principles tends to prevent 
this. 


M* RATHER also discussed other 
problems of the pipelines. In set- 
ting up a new project, the first step is 
to obtain a certificate of convenience and 
necessity from the FPC, In too many 
cases the staff has taken an “adversary” 
position, which is unwarranted. Sub- 
stantial delays sometimes result from 
the intervention of railroad labor and 
coal interests, who fear they will be 
harmed if natural gas supplies are in- 
creased, These protests should not be al- 
lowed to prolong proceedings unduly. 
Greater use should be made of the “short- 
ened procedure” provided by the com- 
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mission itself for noncontroversial cases. 

A major pipeline problem is to obtain 
rates which will provide sufficient earn- 
ings to attract new capital and give the 
company an adequate incentive to ex- 
pand its facilities. Despite the fact that 
court decisions give the commission 
broad discretion in deciding reasonable 
rates, Mr. Rather feels certain that the 
FPC staff interprets those words as 
meaning the lowest possible rates, and 
that the commission has too often fol- 
lowed the lead of the staff. Thus, in ap- 
plying the “cost of money” theory of 
rate making, Mr. Rather holds that 
while the theory may be satisfactory in 
itself, it was the manner in which it was 
applied in the Northern Natural Case * 
and other cases (particularly the com- 
mission’s failure to properly evaluate the 
risk factors in the business), that so 
shocked the operators of the natural gas 
companies as well as the investment 
fraternity. 


ITH regard to the proposed new 
rules for filing rate increase appli- 
cations, Mr. Rather said: 


The industry has argued vigorous- 
ly against the tentative rules prepared 
by the staff of the commission and par- 
ticularly against the view of the staff 
that any filing which is not strictly in 
accord with the rules may be sum- 
marily rejected. . . . an ordinary sense 
of fair play would prohibit such arbi- 
trary action. . . . the rules setting out 
the data to be supplied should not be 
slanted as practically to forecast and 
compel the results which would be ar- 
rived at by the application of princi- 
ples with which the company is not in 
accord. 


Mr. Rather indicated that adequate 
filing time in advance of the impact of 
increased costs should be permitted, so 
as to (1) permit preliminary conferences 
with the staff, (2) eliminate the noncon- 
troversial portion of the desired increase, 
and (3) permit this to become effective 
without suspension. This is a common- 
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sense approach which would lighten the 
terrific administrative burden of the 
commission. 

Another method of partially curing 
the “regulatory lag” would be the use of 
so-called “fuel clauses.” The commission 
permits such clauses in electric rate 
schedules. The cost of gas to a pipeline 
or distributing company has many of the 
same characteristics as the cost of fuel 
in electric generation, and hence this 
method of simplifying rate problems 
should be explored. 


> 
Idaho Power Company 


E have received the following letter 

from President T. E. Roach of 
Idaho Power Company which is self-ex- 
planatory. We regret that the reference 
to his company might be subject to mis- 
interpretation. 


I have read with interest your com- 
ments in the April 9th issue of PuBLIC 
UTILITIES FoRTNIGHTLY, but I am a 
bit puzzled by the inference in the 
reference to Idaho Power in the para- 
graph on page 508 beginning with the 
query, “Why haven’t the private utili- 
ties played a larger role in developing 
power in the Northwest?” 

In this paragraph you say, “Idaho 
Power has probably been held back 
by the dispute over the Hell’s Canyon 
development,” which would seem to 
imply that you feel we might have 
done but little to expand our capacity. 
This, of course, is far from the fact. 
Since 1947 we have increased our hy- 
droelectric production facilities from 
approximately 100,000 kilowatts to ap- 
proximately 400,000 kilowatts as of to- 
day. This has involved new capital in- 
vestment of better than $100,000,000, 
and we will begin within a few months 
another project which will add an ad- 
ditional 80,000 kilowatts to our system. 
There has not been a year since 1947 
that we haven’t had in process a sub- 
stantial addition to our generating ca- 
pacity. 

In addition to the projects on which 
we have been free to go ahead, we have 
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had on file with the Federal Power 
Commission since June of 1947 an ap- 
plication to undertake development of 
that stretch of the Snake river below 
Weiser, Idaho, which would result in 
the addition of approximately 900,- 
000 kilowatts of capacity. You are cor- 
rect that the Department of the In- 
terior’s interference in connection with 
its proposed Hell’s Canyon develop- 
ment has up to date effectively pre- 
vented us from moving ahead on that 
program, Nevertheless, by utilizing 
other less desirable sites, we have pro- 
ceeded to keep ahead of our rapid 
rate of load growth, which incidental- 
ly is at a faster percentage rate than 
any other operating utility in the Pa- 
cific Northwest, be it private, Federal, 
or municipal, and that includes Bon- 
neville. No customer and no industry, 
either old or new, has lacked ample 
power supply. In addition to taking 
care of our own needs, we have made 
substantial contributions to the pow- 
er-short areas in Oregon and Wash- 
ington. 


NOTHER inference in that same 
paragraph which might lead to 
a wrong conclusion is your reference 
to Utah Power & Light Company ob- 
taining 24 per cent of its supply from 
the Northwest Power Pool. A reader 
not familiar with the facts might be 
led to believe that Utah had done little 
to increase its own generating facili- 
ties and, for this reason, was depend- 
ent to the extent indicated upon a sup- 
ply from the pool. I happen to know, 
because of our close contractual rela- 
tionships with Utah, that this is not 
the fact. Utah’s purchase of energy is 
entirely in the form of dump hydro en- 
ergy from ourselves and from Mon- 
tana Power for fuel replacement, at 
times when both Montana and Idaho 
have dump power for sale. If you will 
refer to Utah Power & Light Com- 
pany’s 1952 annual report, you will 
see that they too have added very sub- 
stantially to their own generating re- 
sources and are completely self-suffi- 
cient. 
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Security Analysts Favor age = — — to 
leslie this opinion poll, shou oO relatively 
Utility Stocks better o~ the two other categories. 
oe National Federation of Finan- Some 33 per cent foresee a steady mar- 
cial Analysts Societies recently ket for utilities and 20 per cent expect 
held its annual convention in Phila- prices to gain over 5 per cent. On the 
delphia, and the New York Journal of other hand, 47 per cent of the analysts 
Commerce conducted a survey of the expect them to go lower, with an aver. 
business outlook in which 302 analysts age drop estimated at less than 7 per 
participated, According to the summary cent. 
of the survey which appeared in the Thus the bears appear to be ina 
April 20th issue of the Journal, the an- slight minority so far as the utilities are 
alysts look for a continuing decline in concerned. 
the stock market this year. So far as in- The analysts who participated in the 
dustrial stocks are concerned, about 70 poll expect (on the average) that the 
per cent of the analysts expect a further Federal Reserve Board Index of Indus- 
dip of about 11 per cent, while 19 per trial Production will decline from the 
cent are bullish, and the remaining 11 present level of 239 to around 221 at the 
per cent are taking a neutral view. end of 1953 and 212 a year later. 
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FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


Share Earnings* 

1952 4/19/53 Divi- Cur- 

Rev. Price dend Current rent % In- 12 Mos. 
(Mill.) About Rate Yield Period crease Ended 
American Gas & Elec. ... 31 $1.50# 4.8% $2.43** 9% Feb. 
Arizona Public Service .. a 90 «5.1 52 Feb. 
Arkansas Mo. Power ... 48 Dec. 
Atlantic City Elec. ...... 14 ‘Feb. 
Bangor Hydro-Elec D3 Dee. 
Beverly G. & E. ........ ; 
Black Hills P.& L....... 
Boston Edison 

California Elec. Pr. ..... 
Calif. Oregon Pr. ...... 
oS SS A 3 eae 
Cen. Hudson G. & E. ... 
Central Ill. E.& G. ..... 
Central Ill. Light ....... 
ve 68 oe we eee 
Cent. Louisiana Elec. ... 
Central Maine Power ... 
Central & S.W. ........ 
Central Vermont P. S. .. 
Cincinnati G. & E. ...... 
Citizens Utilities ........ 
Cleveland Elec. Illum. ... 
Colorado Cent. Power .. 
Columbus & S.O.E. ..... 
Commonwealth Edison .. 
Community Pub. Ser. ... 
Concord Electric 
Connecticut L. & P. .... 
Connecticut Power 
Consol. Edison 
Consol. Gas of Balt. .... 
Consumers Power 
| Oe 5 eee 
Delaware P. & L. ...... 
is ae 
Detroit Edison 
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7 de 4/19/53 ivi- Cur- ——Share Earnings* Price- Div. 
ing to (Continued) Price d rent Current %In- 12 Mos. Earns. Pay- 
, Yield Period crease Ended Ratio 
atively 
Ories, Duke Power 5 Dec. 
~ Duquesne Light Dec. 


Jan. 

Feb. 

Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Feb. 

Dec. 
Dec. 
Feb. 

Dec. 
Feb. 
Dec. 
Dec. 
Feb. 

Dec. 
Dec. 
Feb. 

Feb. 

Feb. 

Feb. 

Dec. 
Dec. 
Dec. 
Dec. 

Dec. 
Dec. 
Dec. 
Dec. 
Dec. 
Jan. 

Dec. 
Feb. 
Mar. 
Dec. 


Eastern Utilities Assoc. . 
El Paso Electric 

Empire Dist. Elec. 
Fitchburg G. & E. ...... 
Florida Power Corp. .... 
OS 
General Pub. Util. ...... 
Green Mt. Power ...... 
Gulf States Util. ........ 
OE SS SE eee 
Haverhill Electric . 
Houston L. & P. ... 
Idaho Power 

Illinois Power .......... 
Indianapolis P. & L. 
Interstate Power ........ 
Iowa Elec. L. & P. ..... 
Iowa-Ill. G. & E. 

Iowa Power & Light ... 
Iowa Pub. Service 

Iowa Southern Util. ..... 
Kansas City P. & L. .... 
Kansas Gas & Elec. .... 
Kansas Pr. & Lt. ....... 
Kentucky Utilities 

Lake Superior D. P. .... 
Lawrence G. & E. 

Long Island Lighting ... 
Louisville G. & E. 
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Lynn G. & E. 
Madison G. & E. ........ 
Maine Public Service ... 


Michi 
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OE Oe 
Missouri Utilities 
Montana Power 
Mountain States Pr. ... 
New England Elec. ..... 
New England G. & E. .. 
New Orleans P. S. ...... 
Newport Electric 

N. Y. State E. & G. .... 
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B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*]£ additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings re- 
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What Others Think 


A Roundup of Proposed Gas 
Legislation 


HE Natural Gas Act subjects to the 

jurisdiction of the Federal Power 
Commission any person engaged in the 
transportation of natural gas in interstate 
commerce, or the sale in interstate com- 
merce of such gas for resale. 

The Supreme Court of the United 
States, in the case of the Federal Power 
Commission v. East Ohio Gas Co. (338 
US 464, 82 PUR NS 1) decided by a 
split decision on January 9, 1950, that 
the East Ohio Gas Company was a 
“natural gas company” within the mean- 
ing of the Natural Gas Act because of 
its operation of transmission lines carry- 
ing out-of-state natural gas for distribu- 
tion to the public, even though such 
transmission lines lay wholly within the 
state of Ohio. 

The East Ohio Gas Company owns 
and operates facilities and a natural gas 
business solely in Ohio, selling gas to 
numerous consumers through various 
local distribution systems. Most of this 
natural gas is transported into Ohio from 
Kansas, Texas, Oklahoma, and West 
Virginia through pipelines of the Pan- 
handle Eastern Pipe Line Company and 
of Hope Natural Gas Company. At or 
inside the Ohio boundary these interstate 
lines connect with East Ohio’s large 
high-pressure lines in which the imported 
gas, propelled mainly by its own pressure, 
flows continuously more than 100 miles 
to East Ohio’s local distribution systems. 
The combined length of these high- 
pressure trunk lines is at least 650 miles, 
all located within the state of Ohio. 

The court held that the continuous 
flow of gas from other states to and 
through East Ohio’s lines at undimin- 
ished high pressure constituted trans- 
portation in interstate commerce under 
the Natural Gas Act and subjected the 
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company to regulation under the act. 


N the basis of the Supreme Court’s 

decision in the East Ohio Case, the 
Federal Power Commission has issued 
orders in a number of other cases, bring- 
ing companies similarly situated under 
its jurisdiction. 

The problems arising from this conflict 
of jurisdiction were discussed at the 
annual meeting of the National Asso- 
ciation of Railroad and Utilities Com- 
missioners in Phoenix, Arizona, in 
November, 1950. The NARUC adopted 
a resolution favoring enactment of a bill 
known as S 1084, which in its original 
form would have exempted completely 
from FPC jurisdiction “a person en- 
gaged in the sale and delivery or trans- 
portation of natural gas received within 
or at the boundary of a state and sold 
and delivered for ultimate consumption 
therein either by such person or another.” 

Subsequently, S 1084 was modified by 
deleting from the original exemptions 
those “single state” companies engaged 
in selling gas for resale or transporting 
gas for hire. In 1951, at its annual meet- 
ing in Charleston, South Carolina, the 
NARUC adopted a resolution agreeing 
to support this modified bill, which is 
now known in the 83rd Congress as the 
Bow Bill (HR 2679), or Priest Bill 
(HR 3707), and in the Senate as the 
Bricker Bill (S 1051). 

The Bow Bill, in the view of some 
gas companies, does not go far enough 
in eliminating duplicate regulation by 
state and Federal authority. It would 
leave a number of public utilities engaged 
in the natural gas business, all of whose 
facilities and operations were confined 
to a single state, subject to duplicate 
regulation by both state and Federal 
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authority by virtue of the following pro- 
vision: “Provided, however, That this 
subsection shall be operative only if none 
of such facilities is used or to be used 
for or in connection with the sale of 
natural gas in interstate commerce for 
resale or for or in connection with the 
transportation of natural gas in interstate 
commerce for hire.” 


N March 9, 1953, Congressman 

Hinshaw of California introduced 
an alternative bill which has been num- 
bered HR 3769. The Hinshaw Bill 
would provide as follows: 


(c) The provisions of this act shall 
not apply to any person engaged in or 
legally authorized to engage in the 
transportation in interstate commerce, 
or to the sale in interstate commerce 
for resale, of natural gas received by 
such person within or at the boundary 
of a state and ultimately consumed 
within such state, or to any facilities 
used by such person for such trans- 
portation or sale, provided such per- 
son and operation be subject to regu- 
lation by a state commission or other 


legally constituted local public author- 
ity. The matters exempted from the 
provisions of this act by this subsec- 
tion are hereby declared to be matters 
primarily of local concern and sub- 
ject to regulation by the several states. 


On March 30, 1953, the public utili- 
ties commission of the state of California 
passed a resolution urging Congress to 
enact the Hinshaw Bill into law. Con- 
gressman Harris of Arkansas has also 
introduced a bill, HR 3892, which is 
identical in language with the Hinshaw 
Bill. 

The Hinshaw Bill provides broader 
exemptions for intrastate gas companies 
than the Bow Bill. The Bow Bill re- 
stricts the exemptions from FPC juris- 
diction to intrastate companies engaged 
exclusively in the sale of gas to ultimate 
consumers. The Hinshaw Bill would 
exempt such companies and also com- 
panies making sales for resale within the 
state. 


tie the Hinshaw Bill a gas com- 
pany is exempted from FPC juris- 
diction only if all of the following 
conditions are satisfied: 


1. The gas must be received within 
or at the boundary of a state and ulti- 
mately consumed within the state. 

2. The facilities used for transporta- 
tion and sale must be located wholly 
within the state, and, 

3. The operation, including both 
sale to ultimate consumers and sale 
for resale, must be subject to regula- 
tion by the state commission or other 
legally constituted local public au- 
thority. 


Thus, if there were a gas company in 
a state having no state regulatory com- 
mission or other local authority having 
jurisdiction over the gas company opera- 
tions, such gas company would not be 
exempted from FPC jurisdiction by the 
Hinshaw Bill. 

There are some who contend that state 
commissions are in a better position to 
do a complete job of regulation than is 
possible where jurisdiction is divided 
between a Federal and a state agency. 
The state commissions are continuously 
engaged in regulating the utilities which 
operate within their states and obtaining 
a complete working knowledge of their 
operations. They can, therefore, consoli- 
date and integrate the wholesale rates 
of a gas company with its retail rates 
over which they already have jurisdic- 
tion. 

This FPC does not do and could 
not do without greatly extending the 
duplication that now exists. 


otH the Bow-Priest bills and the 

Hinshaw-Harris bills have been 
referred to the House Committee on In- 
terstate and Foreign Commerce. No date 
has as yet been set for public hearings 
on these bills and it is likely that no 
action will be taken by the committee 
until after the President has nominated 
a new chairman of the Federal Power 
Commission. 

—Epwarp FALcK 
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_——- President Herbert Hoover’s 
suggestion that the Federal govern- 
ment “get out of the business of gener- 
ating and distributing power as soon as 
possible” has stirred comment through- 
out the nation’s press on the whole ques- 
tion of the government’s role in the elec- 
tric power field. In a broadcast address 
before the diamond jubilee convocation 
of the Case Institute of Technology, the 
ex-President outlined three “first steps” 
toward the goal of transferring Federal 
power facilities to private or local man- 
agement. 

If these steps were followed, he said, 
the government could reduce its annual 
investment in power enterprises by 
$600,000,000 a year and at the same 
time “rescue free men from this variety 
of creeping Socialism.” Mr. Hoover pro- 
posed that Congress should: (1) make 
no more appropriations for steam-gen- 
erating plants or for dam projects de- 
signed solely for hydroelectric power 
generation, if such projects are justified, 
he said, “private enterprise will build 
them and pay taxes on them” ; (2) make 
no more appropriations for multiple-pur- 
pose projects unless the power generated 
is to be leased for distribution to private 
enterprises, or to states, municipalities, 
or regional authorities set up by states; 
(3) establish jointly with President 
Eisenhower a temporary commission to 
reorganize the whole Federal venture in- 
to the power business. 

Twenty years ago, Mr. Hoover said, 
the generating capacity of Federal dams 
was about 300,000 horsepower, or two- 
thirds of one per cent of the national 
total. By the middle of 1953 Federal dams 
will have a capacity of 15,000,000 horse- 
power and account for 20 to 25 per cent 
of the nation’s electric resources, he 
added. This was not small business, Mr. 
Hoover remarked, and it represents a 
leap toward Socialism. 


HE cost of Federal power projects 
had been consistently underesti- 
mated, he asserted. Mr. Hoover cited 
original estimates of $39,000,000 for the 
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Hungry Horse project in Montana, and 
$72,000,000 for the Oahe project in 
South Dakota. Their actual costs, accord- 
ing to present indications, would be 
$109,000,000 and $293,000,000, respec- 
tively, he said. Part of the cost increase 
could be explained by rising prices, but 
some of the underestimation was due, 
Mr. Hoover suggested, to a technique 
of “presenting the Congress with a mod- 
est project and then hugely edging it up.” 
He contended that such methods would 
bankrupt any business but the United 
States government. 

He accused five successive Democratic 
administrations of going back on the 
New Deal promise that Federal power 
projects would pay 3 per cent interest 
and repay the government’s investment 
over fifty years. “This formula has 
either been abandoned, sadly ignored, or 
juggled,” Mr. Hoover declared. As chair- 
man of the Commission on Organization 
of the Executive Branch of the Govern- 
ment, the fornier President directed an 
investigation three years ago into Fed- 
eral activities in the power field. Com- 
plaining that the administrative reforms 
recommended by his commission had 
been ignored, Mr. Hoover emphasized 
that the Eisenhower administration bore 
no responsibility for the pattern of Fed- 
eral encroachment traced out by his com- 
mission. But he urged President Eisen- 
hower and the Republican-controlled 
Congress to roll back the “Socialist in- 
vasion” by adopting his 3-point program 
outlined above. 


HE proposed reorganization com- 

mission, Mr. Hoover said, should 
undertake these tasks : revise the account- 
ing methods used in public power proj- 
ects to divide the cost fairly among their 
separate functions of navigation, flood 
control, irrigation, community water sup- 
ply, and hydroelectric power ; investigate 
the actual cost, and prospective returns 
from, each of the major projects ; formu- 
late methods and standard terms for 
leasing out generating plants, transmis- 
sion lines, and electric energy to provide 
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for interest payments, amortization, and 
arrears on the Federal investment ; work 
out procedures for local or state agencies 
to share co-operatively in the cost of 
future capital outlays for generating 
facilities as part of multiple-purpose 
projects, 

If as a result of these changes power 
rates were increased excessively, Mr. 
Hoover said, “the consumer at all times 
can be protected by regulation of rates 
by state or Federal authorities.” He as- 
serted that it was false liberalism to ad- 
vocate continued Federal competition 
with private power companies. “It is the 
road not to more liberty but to less lib- 
erty,” Mr. Hoover said. “True liberalism 
is found not in striving to spread bu- 
reaucracy, but in striving to set bounds 
to it.” 


eh reaction of defenders of public 
power to the Hoover address of- 
fered few surprises. The Louisville 
Courier-Journal, a long-time champion 
of the Tennessee Valley Authority and 
a strong advocate of a similar authority 
in the Missouri valley, thought Hoover 
had performed a public service by stim- 
ulating debate on the power issue, but 
noted that the address expressed essen- 
tially the same philosophy as that con- 
tained in Hoover’s 1931 message to Con- 
gress vetoing the Muscle Shoals project. 
“Mr. Hoover’s statement of the extreme 
case against public power of all sorts 
and conditions comes late,” said the 
Courier-Journal. “(He) was saying 
nothing new as to his views .. . But he 
was repeating his old creed at a 
time when it has become a lively and re- 
freshed issue, Thus he was calling pub- 
lic attention to the renewal of a debate 
which is rising in crescendo in another 
Republican administration, but which 
needs more interpretation than the con- 
tending interests, economic and political, 
have given it. ... Too much has happened 
from Federal programs which began in 
1933 (TVA, REA, etc.), with too much 
value to people, for it all to be expunged 
by a repetition of that disastrous veto 
message of 1931.” 

The St. Louis Post-Dispatch, which 
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sees eye to eye with the Courier-Journal 
on public power, agreed with Hoover 
that “the public power program needs 
review,” but added “the soundness in 
having the Federal government step in 
on the great western rivers, for example, 
to harness water power for the produc- 
tion of electricity is hardly open to ques- 
tion now. .. . The Hoover speech was 
meant to be a warning call. It is just that 
—of another kind than the speaker in- 
tended.” 


ORMAN THOMAS, frequent presi- 
dential candidate of the Socialist 
party, and now chairman of the newly 
formed Union for Democratic Socialism, 
offered to debate publicly with Hoover 
the ex-President’s proposals. Hoover de- 
clined the invitation. Dr. John Bauer, an- 
other public power proponent, attacked 
the power companies for using “bogeys” 
and “incessant obstructions” to prevent 
river development along TVA lines. He 
told the League for Industrial Democ- 
racy that private companies have “suc- 
ceeded in aligning other private enter- 
ptise groups to oppose valley projects 
and to stir up political diversions on 
states’ rights, on regional and local pride, 
on feared Washington concentration and 
bureaucracy, on alleged ‘creeping Social- 
ism,’ and on other bogeys.” (The 
league recently voted citations to Mrs. 
Eleanor Roosevelt and former Interior 
Secretary Oscar Chapman.) 

The Wall Street Journal, noting 
Hoover’s assertion that Federal produc- 
tion of power has risen from one per 
cent twenty years ago to between 20 and 
25 per cent today, remarked that these 
figures should “remind all of us that 
creeping is a baby’s gait, which soon be- 
comes a walk and then a run.” In com- 
menting on the recommendation that 
Congress require Federal power output 
to be leased to private industry or local 
—" The Wall Street Journal 
stated: 


How effective his proposed .. . 
check to creeping Socialism would be 
would depend on the terms of such 
leases. Concealment of the actual cost 
of Federal power service breeds the 
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GRaceRY 


“EVERYTHING WORKS IN OUR HOME BECAUSE MY 
HUSBAND CAN’T FIX ANYTHING!” 


illusion of “cheap” power, which exer- 


cises an irresistible fascination over 
the voters of many local communities 
—and over some industrialists as well. 


HE reaction of the New York Her- 
ald-Tribune to the Hoover address 

was unusual. The Herald-Tribune has 
often extolled the virtues of such proj- 
ects as TVA in its editorial columns. But 
it seemed genuinely shocked to learn that 
about 20 per cent of all electric power 
sold to the public will be publicly owned 
when all presently authorized construc- 
tion is completed. “That is an ominously 
large and vital segment of the economy to 
have outside the private enterprise sys- 
tem,” the Herald-Tribune commented. 
Admitting that the trend has gone far, 
the Herald-Tribune now thinks that it is 
by no means irreversible. “At the bottom 
of any new attack on this problem must 
lie the conviction that private enterprise 
and local responsibility are in themselves 
good, and that any derogation from these 
must be made only under the pressure 
of necessity or of some unusual circum- 
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stances, Certainly a heavy burden of 
proof must be upon those who would 
centralize or socialize,” the Herald- 
Tribune editorialized. “Abundant elec- 
tricity at low rates is the goal of this ad- 
ministration ; but private enterprise here, 
as in other fields, remains the best means. 
Mr. Hoover has once more done a serv- 
ice in focusing attention upon a crucial 
issue.” 


HILE it had no immediate connec- 

tion with former President Hoo- 
ver’s address, the Washington, D. C., 
Times-Herald reported editorially of dis- 
sension in the Tennessee valley itself 
with regard to alleged benefits brought 
to the valley by TVA. The Southern 
States Industrial Council has publicly ex- 
pressed some doubts about the benefits 
of TVA, asserting that critics in the val- 
ley have been few because “people just 
don’t speak out much against those in- 
dividuals or agencies who exert a tight 
control over vital phases of their well- 
being. It was hard to find anybody in 
Germany or Russia who would speak out 
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against Hitler or Stalin,” the council 
commented. 

It was conceded that many economic 
gains have been made in the valley since 
the establishment of TVA, but, the coun- 
cil declared “It is entirely fallacious to 
say: These things have been accomp- 
lished during the twenty years the TVA 
has been in existence; therefore the 
TVA is responsible for them . . . The 
TVA doesn’t tell us that improvement 
outside the valley area during these years 
has been just as great as within the area; 
in many Cases greater.” 

The council noted that TVA and its 
power distributing agencies have paid 
about $30,000,000 in lieu of taxes to seven 
states and 135 counties and estimates 
that privately owned companies would 
have paid about $119,000,000. 

Charging that TVA represents un- 
sound prosperity, the council stated: 


Industry is becoming quite wary of 


coming into an area where the power 
supply is governmentally owned and 
politically controlled. War plants, us- 
ing large amounts of electricity, come 
in, yes; but not so much sound, long- 
time industry ... If the TVA decides 
later on to charge as much or more for 
power than it costs outside the valley, 
there is nothing that can be done about 
it. No wonder industry shies away 
from such a situation. 


F Congress should require the TVA to 

pay interest on its appropriations, and 
taxes similar to those paid by privately 
owned utilities, said the council, “The 
taste of the TVA will turn to ashes in the 
mouths of those who have savored it. 
Instead of a blessing, as it has been 
portrayed, the TVA might very easily 
become a burden on the people of the 
valley.” 

—F.M. 





Federal Regulation of the Natural Gas Industry 


HE nature of the Federal Power 
Commission’s regulatory responsi- 
bilities and activities in the field of nat- 
ural gas was recently reviewed by FPC 
Commissioner Nelson Lee Smith in an 
address before the Petroleum Industry 
Electrical Association in Houston, 
Texas. Smith went back to 1938 when 
Congress, by its passage of the Natural 
Gas Act, first recognized the Federal in- 
terest in the transportation and sale for 
resale of natural gas in interstate com- 
merce, and 1942 when the basic act was 
amended by the addition of the present 
certificate provisions. Since then, the 
commission’s activities under the Natural 
Gas Act have grown to be a major part 
of its work. In making his remarks, 
Smith was presenting his own views on 
the subject of regulation and did not un- 
dertake to speak for the commission. 
“A regulatory agency such as the Fed- 
eral Power Commission, which has the 
primary obligation of protecting the pub- 
lic interest under broad policies estab- 
lished by the Congress, must be ever alert 
to the welfare of the consumer,” he said. 
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“At the same time, however, and in pur- 
suit of this objective, it must under a sys- 
tem of private ownership make it pos- 
sible for the investor to realize adequate 
earnings and for management to carry on 
the business in a reasonably flexible 
manner which will enable it to operate 
efficiently and to expand as necessary to 
meet consumer needs.” 

Smith said the conscientious regulator 
“will do his best to look at both sides of 
this picture, with the aim of insuring a 
fair return for the companies while in- 
sisting on reasonable rates and service to 
the consumer. The regulator must ap- 
proach each problem with an impartial 
fairness and with a desire to solve it as 
wisely and justly as he can.” 


Tt illustrate the application of these 
broad principles to the everyday 
business of natural gas regulation, Smith 
described how the commission deals with 
some of the more important problems in 
this field. When a pipeline company files 
an application for a certificate authoriz- 
ing construction of natural gas facilities, 
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the commission must first of all examine 
the gas supplies available to the applicant 
company. The commission usually re- 
quires that substantially full deliverabil- 
ity to meet estimated market needs must 
be shown for the proposed pipeline sys- 
tem for about twenty years — following 
the typical pattern of sales contracts and 
debt amortization. Smith said: 


There has been some question as to 
whether somewhat different standards 
should be applied to established sys- 
tems seeking to expand existing mar- 
kets from those used when entirely new 
pipelines are projected. . . . If an es- 
tablished pipeline system is required to 
secure gas supplies far ahead of their 
substantial use, an extra expense is in- 
volved which will have to be borne by 
the ratepayer. On the other hand, an 
assured gas supply does afford a vital 
protection to the consumer and the in- 
vestor. The problem, then, is whether 
this type of insurance is too expensive 
for the ratepayer to carry. Like many 
other of the questions which constant- 
ly confront the regulator, this is one 
which he can only do his best to answer 
properly in view of the individual cir- 
cumstances and under the law. 


——s between pipelines is an- 
other ticklish problem the commis- 
sion must often face, Smith told the asso- 
ciation. When two or more companies are 
seeking certificates to bring natural gas 
into the same general area, should the en- 
tire region be turned over to one, or 
would the public interest be better served 
by allowing a competitor to share the 
market? “This very likely will raise the 
question whether the issuance of a certifi- 
cate to one of the applicants will render 
the other proposed project or projects 
economically infeasible,” Smith said. 
“But,” he added, “if the markets are 
large and rich enough to be divided be- 
tween two or more suppliers, it may be 
desirable to give the area the benefit of 
several sources of natural gas supply— 
especially when the gas is being trans- 
ported from producing fields hundreds of 
miles away. Here again are problems 
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which can be decided only on the merits 
of each individual case,” he explained, 
“but which often require much fact find- 
ing and deliberation on the part of the 
regulator.” 


NOTHER matter which is taking up 
more and more of the time of the 
commission, according to Smith, is the 
administration of the provisions of the 
Natural Gas Act giving the FPC juris- 
diction over the wholesale rates of nat- 
ural gas companies. At first, the em- 
phasis was naturally on lowering these 
charges and, as a result, by the end of 
fiscal 1949 reductions amounting to about 
$48,000,000 annually had been made. 
But the impact of increased costs of con- 
struction and operation began to be re- 
flected in the filing of rate increases 
which, in 1949, amounted to only $645,- 
000, but which by 1950 had increased to 
nearly $98,000,000, with higher prices 
for gas purchased in the producing fields 
being a major factor in this situation. 
By far the most pressing problem of 
the commission is the increasing number 
of rate filings. Smith pointed out that 
the filing of a proposed rate increase 
often sets off a chain reaction that “can 
literally swamp the commission with ad- 
ditional filings.” During 1952, he said, 
the commission acted upon a total of 
$148,953,000 annually in rate increase 
proposals filed by 30 natural gas com- 
panies. Out of this total, $148,101,000 
was suspended and the remaining 
$852,000 was accepted. Out of the 
amount suspended, increases totaling 
$26,463,000 were allowed to become 
effective, $7,760,000 were disallowed, 
and the companies were permitted 
to withdraw filings amounting to $4,- 
700,000. At year’s end, a total of $8,- 
586,000 out of the remaining $109,188,- 
000 had become effective under bond, and 
a total of $100,602,000 was still under 
suspension. Including carry-overs from 
previous years, more than $71,500,000 
per year in increased rates were being 
collected by natural gas companies at the 
end of 1952 under bond and subject to 
refund. In this connection, Smith stated : 
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The commission must, of course, 
make every possible effort to expedite 
these rate proceedings, but — with a 
limited staff available and under pres- 
ent procedures—it hasn’t been able to 
keep abreast of the flood of new filings. 
Some natural gas companies have filed 
a second or third increase before their 
first filings have been finally disposed 
of ; and each of these filings may set off 
additional chain reactions down 
through the line of wholesale custom- 
ers. Even with the most expeditious 
and simplified procedures, the Natural 
Gas Act still places the burden of 
proof squarely upon the companies to 
justify any proposed rate increase. The 
commission, for its part, must analyze 
the items of alleged increased cost, and 
must be satisfied that they are not off- 
set by decreases elsewhere or cannot 
be absorbed out of earnings in excess 
of fair return. The commission also 
must be assured that the impact of any 
increase allowed will not be discrim- 
inatory in its effect upon various 
classes of customers, who in turn must 
be given notice and an opportunity to 
protest.... 

There is no easy solution to this sit- 
uation, which is of increasing concern 
both to the industry and to the regula- 
tory agencies. It calls, however, for the 
use of all the ingenuity which we 
possess in devising methods whereby 
issues can be narrowed and essential 
facts developed with a minimum of 
waste motion. In this connection I 
think that the greatest promise lies in a 
more extensive use of the pretrial con- 
ference and, wherever possible, in em- 
ploying the informal conference method 


of settling rate matters. 
oe re eee ban | 


We respect to conservation, Smith 
said “a close look at the rate of dis- 
coveries as compared with the rate of 
consumption gives no cause for com- 
placency at this time.” He pointed out 
that while discoveries have continued to 
mount at a heartening rate, production, 
rising at an even greater pace, has more 
than swallowed up the gains. “While I 
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am optimistic about the prospects of ad- 
ditional discoveries and the future of the 
industry,” Smith said, “I believe that 
these factors demonstrate the necessity of 
the wise utilization of our known natural 
gas reserves and the avoidance of waste 
in the production and use of this great re- 
source. They also emphasize the desir- 
ability of encouraging the discovery, de- 
velopment, and dedication of natural gas 
to useful public service.” 

In this last connection, Smith said that 
considerable significance should be at- 
tached to the fact that the trebling of the 
proved recoverable reserves between 
1938 and 1951, together with the simul- 
taneous reduction in waste of gas in the 
field, “has occurred in an era during 
which the prices paid for gas purchased 
in the field have been controlled only by 
the basic economic forces of supply and 
demand.” He noted that prices of nat- 
ural gas in the producing areas of the 
Southwest have risen from about 2 cents 
per MCF in Texas in 1940, for example, 
to averages of approximately 7 cents in 
Texas, 84 cents in Kansas, and 11 cents 
in Oklahoma today, with recent purchase 
contracts reported carrying initial prices 
as high as 20 cents. Between 1945 and 
1950 (again using Texas as an example) 
flaring has been cut from about 27 per 
cent of the gas processed to less than 2 
per cent. 


er said Smith, “exploration 
for and conservation of this im- 
portant resource have been encouraged, 
which is necessary if future rationing is 
to be avoided.” He stated: 


The Federal Power Commission, al- 
though it may have wavered some- 
what at times on this issue, has never 
attempted to fix the price on a produc- 
er’s arm’s-length sale of natural gas to 
an interstate pipeline. This is in line 
with the course set by Congress when 
it passed the Natural Gas Act, which 
says that “The provisions of this act 
... Shall not apply . . . to the produc- 
tion or gathering of natural gas.” In 
August of 1951 the commission af- 
firmed its policy of carrying out this 
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intent of Congress, when it ruled that 
it did not have jurisdiction over the 
Phillips Petroleum Company as a “nat- 
ural gas company” under the act. The 
ultimate effect of this case, which is 
now on appeal, will only be determined 
by the final decision of the courts. But 
the commission’s decision under the 
facts of that case should not be con- 
strued by producers as a green light 
for exorbitant increases of gas prices 
in the field. When it is passing upon 
certificates authorizing pipeline facili- 
ties, the commission has considerable 
authority to check any such trend by 
taking into account the reasonableness 
of the prices at which the applicant 
proposes to purchase gas in the field. 
Furthermore, the commission and the 
consumers are always free to seek 
amendatory legislation by Congress. 
Thus, if the present laws ever appear 
to be lacking in adequate protection for 
the consuming public, the producers 
may receive an unpleasant reminder 
that they are greatly outnumbered by 
the consumers. 

Also in connection with the con- 
servation of natural gas, let me restate 
my view that natural gas produced by 
interstate pipelines should not be 
priced differently in rate making from 
the gas which is purchased from inde- 
pendent producers. I see little logic in 
discriminating between the gas which 
an interstate pipeline system pur- 
chases and that which it produces. 
While this does, to be sure, grant an 
apparent advantage to consumers in 
the form of somewhat lower rates, in 
the long run it provides a reason for 
pipeline companies to seek devices 
whereby they can further the imme- 
diate interests of their stockholders by 
separating their production properties 
from the operation of their interstate 
pipeline systems. 


Spey said that this is pointed up by 
the fact that prior to 1938 and the 
passage of the Natural Gas Act most of 
the major pipeline companies were also 
important producers of natural gas. As 
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recently as 1940, he noted, eight major 
interstate pipelines produced more than 
47 per cent of the gas which they trans- 
ported and sold, as compared with only 
18.5 per cent of their total requirements 
produced by 15 major pipelines in 1951. 
“Tt is hard to believe,” he said, “that this 
is due purely to coincidence and com- 
pletely unrelated to the rate-making 
policies of the Federal Power Commis- 
sion. Yet it is generally recognized that 
the ownership of some production is ad- 
vantageous to pipelines, both in bargain- 
ing for purchased gas and in terms of 
flexibility and economy of operation— 
and hence is in the ultimate interest of 
their customers.” 


I* concluding his review of natural gas 
regulatory problems, Commissioner 
Smith said he would like to dispel a no- 
tion which persists in certain quarters, 
that there is a basic and continuing an- 
tagonism of purpose between the objec- 
tives of the industry and those charged 
with its regulation. “The fact is that both 
the management of the natural gas in- 
dustry and its regulators must be con- 
cerned with the development of objec- 
tives, policies, and methods which will 
best serve the ultimate public interest. 
Thoughtful management and intelligent 
regulation both have the responsibility of 
working toward a rewarding goal of en- 
lightened public service,” he stated. 
“Neither the industry nor the commis- 
sion can afford to permit these vital fa- 
cilities to be weakened by unwise or un- 
realistic policies, whether in the field of 
regulation or within the realm of man- 
agement. Aside from passing differences 
of opinion about details of policy or par- 
ticular situations,” he concluded, “there 
rests upon us all a continuing obligation 
to strive continually and co-operatively 
to bring about the best possible use of 
this tremendously valuable and irreplace- 
able natural resource in the interest of 
all who are concerned with its production, 
transportation, distribution, and con- 
sumption.” 

For additional recently expressed 
views by Commissioner Smith on gas 
regulation, see ante, page 632. 
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The March of 
Events 


In General 


FPC Petitioned to Bury 
Oxbow Hearings 


HE Idaho-Oregon Hell’s Canyon 

Association last month petitioned 
the Federal Power Commission to post- 
pone indefinitely hearings on Idaho 
Power Company’s application to build a 
dam at the Oxbow site on the Snake river 
until the company applies for FPC per- 
mission to build other contemplated dams 
in the Hell’s Canyon area. 

The petition also asked that the FPC 
conduct hearings in the Idaho area on 
the company’s entire power development 
program on the river below Weiser. 
Idaho Power has said it plans to con- 
struct three dams on the river, two of 
which would be flooded if Hell’s Canyon 
dam, proposed by the government, is con- 
structed. 

Idaho Power Company’s proposed Ox- 
bow project would be the first of three 
dams planned in the area, Others would 
be at the Hell’s Canyon and Brownlee 
sites. The Brownlee dam would include 
1,500,000 acre-feet of storage. 


Foster Associates Formed 


A= of five well-known consultants 
offering advisory services to utili- 


ties and carriers in rate cases and other 
regulatory matters was recently formed 
under the name of Foster Associates with 
headquarters in Ridgefield, New Jersey. 

Focal point of the organization was 
New York University, department of 
public utilities, where four of the group 
were at one time either instructors or stu- 
dents. Dr. J. Rhoads Foster, managing 
partner, was formerly with the Consoli- 
dated Edison system of New York and 
chief economist for the New Jersey com- 
mission. He has testified in numerous 
regulatory proceedings before the state 
and Federal commissions. 

Dr. Henry Herz has likewise appeared 
as a consultant or expert in many regu- 
latory proceedings. Dr. Hans E. Nissel 
came to the United States in 1948 with 
a background of European and Egyptian 
experience. He is the author of a defini- 
tive work on cost analysis and has had 
both operating and academic experience. 

Dr. William L. Grossman, a graduate 
of Harvard Law School, is a specialist 
in the field of transportation and a prac- 
titioner before the Interstate Commerce 
Commission, Leslie H. Newman, who 
will serve as inside partner, was associ- 
ated with the Brooklyn Edison Company 
for a number of years. 


Alabama 


Utility Rates Prime Concern 
ATES and charges set by the state pub- 
lic service commission on utilities 
will be his concern “at all times,” Francis 
S. Falkenburg announced recently in re- 
leasing his platform for associate city 
commissioner of Birmingham. 
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The Democratic candidate also said 
private enterprise should have the right 
to furnish utility service whenever possi- 
ble. He recommended the modernization 
of the transit system, saying he would 
urge continuation of the company’s policy 
of improving its services. 
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THE MARCH OF EVENTS 


Arkansas 


Seeks Additional Rate Increase 


HE Southwestern Bell Telephone 

Company last month asked for an 
additional $1,500,000 in its rates over and 
above the $2,350,000 it already was seek- 
ing. 
The request followed recommendations 
of two company witnesses to the state 
public service commission that South- 
western Bell should be allowed a rate of 
return higher than the traditional 6 per 


cent permitted utilities by the commis- 
sion. 

The commission was hearing consoli- 
dated applications from Southwestern 
Bell asking that the higher rates, amount- 
ing to $2,350,000 a year, which are now 
in effect under bond, be made permanent ; 
and that the customary 6 per cent re- 
turn on the company’s rate base be de- 
clared inadequate and that the company 
be permitted a higher rate. 


Missouri 


Residents Form Underground 
Gas Storage Firm 


tery of a proposed state law, 
which would permit Laclede Gas 
Company to condemn north St. Louis 
county property for underground stor- 
age of natural gas supplies, has been 
seized upon by opponents of the measure 
in an effort to block Laclede’s plans, it 
was learned recently. Osage Gas Com- 
pany proposes to compete with Laclede. 


New 


Governor Signs Transit Bill 


(oo Dewey recently signed 
without comment a bill which re- 
lieves the state public service commis- 
sion of jurisdiction over the quality of 
service given by private bus companies 
within New York city. Jurisdiction over 
bus safety and financial security of the 
bus companies is retained by the com- 
mission. 

The city at its own request gained au- 
thority to fix fares on the private lines 
in 1950, but jurisdiction over service was 
retained by the state commission. 

The bill, effective July Ist, was spon- 
sored by the state commission with the 
explanation that “an unworkable situa- 
tion” resulted from the existing law un- 
der which the commission might order 


Cities Oppose Tax Saving 
Diversion by Utilities 


Nn the April 9th issue of PusLic 

UTILITIES FORTNIGHTLY it was stated 
that the city of Kansas City, Missouri, 
had urged a rule by the Federal Power 
Commission to use tax certificate savings 
to benefit ratepayers. It appears that the 
city was actually representing 800 cities 
that are members of the National Insti- 
tute of Municipal Law Officers. 


- 
York 


improvements in bus service and the city 
might refuse to allow a boost in fares to 
meet increased service costs. 


Court Rules for Transit 
Authority 


| pny Benjamin F. Schreiber of the 
state supreme court ruled on April 
20th that the new 5-member New York 
City Transit Authority is constitutional 
and that it had not been forced on the 
city by Governor Dewey and the Re- 
publican-controlled state legislature. 

In a 30-page decision, released just be- 
fore Mayor Vincent R. Impellitteri an- 
nounced his two appointments to the au- 
thority, Justice Schreiber rejected the 
city’s contention that it was illegal for the 
state to tie a $50,000,000 increase in real 
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estate taxes to the transfer of the city’s 
transit lines to the authority. He said the 
legislation violated no home-rule pro- 
visions of the state Constitution. 

Governor Dewey’s two appointees to 
the authority are Major General Hugh 
J. Casey, who retired in 1949, and Henry 
K. Norton, president of the New York, 
Susquehanna & Western Railroad. The 
mayor’s two members are William G. 
Fullen, a former chairman of the now 
defunct state transit commission, and 
Brigadier General Ephraim F. Jeffe, 
president of the Kings County Lighting 
Company. 


Transit Fares Increased 
HE state public service commission 
last month allowed Rochester Trans- 


it Corporation to increase the price of 
adult and school tokens, establish a new 
token rate for children, eliminate week- 
ly passes and permits, and revise fares 
for a certain route, effective April 19th. 

Under its new filing, the company will 
increase the price of adult tokens from 
eight to seven for $1 ; eliminate the pres- 
ent $2.50 weekly pass and also the weekly 
50-cent permit which reduces the per trip 
ride of the holder to 10 cents; increase 
the price of school tokens, good for use 
during school hours only, from 10 for 
65 cents to 10 for 75 cents; increase the 
cash fare for children between five and 
twelve years of age from 5 cents to 10 
cents, or a 7.5-cent school token. The 
adult cash fare of 15 cents will remain 
unchanged. 


a 
North Carolina 


Co-op Tax Bill Killed 
ge proposing to tax REA electric 


co-operatives in the same manner 


as private power companies are taxed 
was killed recently by the finance com- 
mittee of the state senate. 


Oregon 


Probe Proposal Dies 


, ye for an interim committee 
investigation of the rate policies of 
electric utilities died in the house com- 
merce and utilities committee last month. 

The resolution to create the 15-mem- 
ber committee was tabled by a 5-to-4 
vote. It was introduced by Representative 
Monroe Sweetland, Democratic national 
committeeman for Oregon and a state 
representative from Clackamas county, 
who has been carrying on a campaign 
against private utility surcharges since 


the opening days of the legislative ses- 
sion. 


Governor Signs Utility Bill 


(oo Paul Patterson recently 
signed a house bill providing that 
when any public utility rate is increased 
it shall not become effective for thirty 
days unless the state public utilities com- 
missioner shall hold a public hearing 
within that time. 

Provision also is made as to the man- 
ner of conducting such hearing. 


Tennessee 


Signs District Bill 
yey Clement recently signed 
into state law a bill authorizing 
creation of utility districts embracing 
territory in more than one county, with 
the county judge of the most populous 
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county to appoint the district’s commis- 
sioners. 

Meanwhile, the state senate killed a bill 
that would have required all utility dis- 
tricts to have had one commissioner ap- 
pointed by the county judge. 
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Power Sales at State Line to Navy and County Are Subject to 
Federal Regulation 


TT United States Supreme Court 
reversed the action of the California 
Supreme Court in affirming a holding by 
the California commission that it had 
power to regulate sales by the California 
Electric Power Company to the Navy 
Department and to Mineral county, Ne- 
vada, for consumption in Nevada. This 
had the effect of approving the decision 
by the Federal court in California Elec- 
tric Power Co. v. Federal Power Com- 
mission (CA 9th 1952) 199 F2d 206, 96 
PUR NS 65, which sustained the asser- 
tion of jurisdiction by the Federal Power 
Commission in 89 PUR NS 359. 

The Federal commission and the state 
commission had held concurrent hearings 
on the question of rate jurisdiction and 
each commission eventually decided in 
favor of its own asserted authority, 

The company produces electricity in 
California, partially by hydroelectric 
projects licensed under Part I of the 
Federal Power Act, and markets the 
greater portion of it subject to state au- 
thority in California, The power involved 
in this controversy is transmitted to a 
point near the state border, where it is 
taken over by the Navy and by the county 
and delivered on their lines at the same 
high voltage to a point in Nevada where 
it is stepped down for local distribution 
and consumption, 

_ The most serious contentions pressed 
in opposition to application of Part II of 
the Federal Power Act arose from the 
self-limiting statement that the act is to 
“extend only to those matters which are 
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not subject to regulation by the states.” 
Opponents of Federal regulation con- 
tended that the Federal Power Commis- 
sion’s jurisdiction begins only where the 
local regulatory power ends and pointed 
to § 20 in Part I as supporting their con- 
tention that the limitation applied to the 
facts of this case. 

Section 20 provides that when power 
from licensed projects enters interstate 
commerce and the states directly con- 
cerned have not provided a commission 
to enforce the requirements of the sec- 
tion as to reasonableness of rates or the 
states are unable to agree, jurisdiction is 
conferred upon the Federal commission. 
Both Nevada and California have regu- 
latory agencies with rate powers. It was 
contended that Federal rate regulation 
might be prohibited by the fact that some 
portion of the power originated in li- 
censed hydroelectric projects. 

The court reviewed the history of 
litigation and legislation relating to Fed- 
eral and state regulation and rejected the 
argument that § 20 created an exception 
from Federal regulation for hydroelec- 
tric energy transmitted across state lines 
and conferred jurisdiction on the states. 

The interstate character of these power 
sales, according to the court, was not af- 
fected by the fact that the facilities used 
by the company for transmission were 
all located within the state while the fa- 
cilities used to transmit energy across the 
state line were owned and operated by 
government agencies exempted under 
§ 201 of the Federal Power Act. Inter- 
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state sales at wholesale to a municipality 
and the Navy were held not to be exempt 
because of the fact that the Federal 
Power Act refers to “sales to any person 
for resale.” 

A claim that the sales occurred over 
“local distribution” facilities and were 
not “for resale” because the contracts did 
not state as much was said to be insub- 
stantial. The sales were made in Cali- 
fornia, but the facilities supplied local 
distribution only after the current was 
subdivided for individual consumers. 

The court said that for the purposes 


of the case it need not decide the question 
of whether a commingling of power re- 
sold with that consumed directly by the 
purchaser required entire Federal juris- 
diction. There was no record evidence 
of separate rates, separate negotiations, 
separate contracts, or separate rate regu- 
lation by official bodies to show that the 
“sales” were separate, and it was said to 
be in these terms that the Federal Power 
Act would require the court to fix the 
limits of the jurisdictional grant. United 
States v. California Pub, Utilities Com- 
mission, Nos. 205, 206, April 6, 1953. 


Gas Sale to Municipal Power Plant Not Subject to 
Regulation by Federal Power Commission 


‘he Federal Power Commission dis- 
missed a complaint by the city of 
Hastings, Nebraska, against the Kansas- 
Nebraska Natural Gas Company, Inc., 
on the ground that the commission lacks 
jurisdiction over a direct sale of natural 
gas to a municipality for use in its power 
plant. The commission, moreover, found 
no discrimination in a tariff provision 
that rates for gas sold to the municipality 
for resale should not apply to a direct sale 
for power plant use. 

The company and the municipality had 
done business for several years under 
contracts governing the sale of gas to be 
used in the municipal power plant. The 
city became dissatisfied with such ar- 
rangement and sought to discontinue the 
agreements. Resale rate schedules had 
always specifically excluded gas used for 
industrial purposes. 

That the sale of power plant gas under 
the initial contract back in 1942 was not 


a sale for resale, according to the com- 
mission, was not open to serious ques- 
tion. There was no rate interdependence 
whatsoever between the power-plant con- 
tract and a town-border contract for the 
sale of gas for resale. The issues were 
complicated, however, by the fact that 
gas was commingled although to be used 
partly for power plant purposes and part- 
ly for resale to municipal plant custom- 
ers. The contract, however, provided 
that the volume of power-plant gas was 
to be measured at the power plant. 

Termination of the separate power- 
plant contract and sale, the commission 
ruled, did not invest the commission with 
power to change the terms of the resale 
contract and companion rate schedules 
so as to make them apply to gas used by 
the city in its power plant. City of Hast- 
ings v. Kansas-Nebraska Nat. Gas Co. 
Docket No. G-1487, Opinion No. 244, 
February 5, 1953. 


& 


Inflationary Costs Cause Electric Rate Increase 


TH first power rate increase for the 
Washington Water Power Com- 


pany was granted by the Idaho commis- 
sion. 

The new rates would provide the 
company with an earning ratio of 5.07 
per cent on its net investment in operat- 
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ing facilities. About half of the increased 
revenues would go for Federal income 
taxes. The new rates would produce less 
than 50 per cent of rate reductions made 
in previous years. 

The cost of providing a return on the 
company’s investment and facilities as 
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well as the cost of operating and main- 
taining its property, both old and new, 
can be obtained only through rates. 
Owing to the deterioration in the pur- 
chasing power of the dollar, more dollars 
must be spent to provide the service for 
which a given item of cost is required. 
The commission concluded that electric 
rates must eventually be increased to meet 
these increased costs. 

In this proceeding the company had 
not asked for a specific determination of 
an official rate base. The commission did 
not believe that it was required at this 
time to make such a determination, either 


on original cost or any other basis. Its 
conclusion was based in part on an actual 
basis while much of it was on a pro forma 
basis looking to the future. Consequent- 
ly, it concluded the records should re- 
main open and the rates provided should 
be on an interim basis, until such time as 
actual operations, revenues, expenses, 
and investments can be checked against 
the company’s evidence in this proceed- 
ing, or until the pro forma results of op- 
eration can be proved from actual opera- 
tions. Re Washington Water Power Co. 
Case No. U-1008-7, Order No. 2192, 
February 9, 1953. 


Old Appraisal Enhanced to Reflect Current Costs 
Rejected As Rate Base 


TS New Jersey Board of Public 
Utility Commissioners rejected a 
proposed water rate increase but pre- 
scribed a rate increase to yield a return 
of 6 per cent. The proposed rates would 
have yielded a return of 7.4 per cent. 
Dominant weight was given to net book 
cost in determining the company’s rate 
base. There was sufficient testimony to 
indicate the method and manner of keep- 
ing accounts and recording transactions 
in the company’s books. The board was 
satisfied that the company’s balance 
sheets reasonably reflected the recorded 
plant accounts at cost. 

The company introduced a rate base 
predicated upon a 1929 appraisal - fac- 
tored upward by 25 per cent “to replace 
the property at the present day” from 
which an estimated reserve requirement 


had been deducted to bring the property 
to a “present value.” Neither the per- 
son who prepared the appraisal nor any- 
one who could testify as to its accuracy 
was presented. Furthermore, there was 
no evidence as to the reliability of the 
25 per cent factor used in bringing the 
appraisal up to date. Nor was there any 
substantial evidence as to the reason- 
ableness of the estimated depreciation. 

The company’s reason for introducing 
this evidence appeared not to have been 
for the purpose of having it used in the 
fixing of rates, but merely for the pur- 
pose of supporting its request for a 7 
per cent return. The board concluded 
that little, if any, weight should be ac- 
corded to this evidence. Re Gravity Wa- 
ter Supply Co. Docket No. 7066, Feb- 
ruary 25, 1953. 


Service May Be Denied for Nonpayment When Dispute 
Lacks Reasonable Foundation 


HE Mississippi Supreme Court dis- 
missed a complaint by a water cus- 
tomer for damages for the discontinu- 
ance of service by a municipal water 
utility for nonpayment. 
A municipal ordinance fixed minimum 
water rates at $1.50 for each customer. 
The customer in question applied for 
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service to supply tenants living in houses 
owned by him. A minimum charge of 
$1.50 was set for two houses that were 
occupied. Subsequently, the utility, after 
learning that several more houses had 
been constructed, informed the customer 
that the minimum charge would be in- 
creased to $6.50. Water was shut off 
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when he refused to pay the increase. 

The customer claimed that a utility 
could not cut off service to enforce the 
payment of a disputed claim pending its 
settlement when the correctness of the 
amount claimed to be due was disputed 
in good faith and upon apparently rea- 
sonable grounds. 

The court held that the municipality 
had power to prescribe and enforce a 
regulation providing for the discontinu- 
ance of service for nonpayment of serv- 
ice charges, although such a regulation 
could not be arbitrarily enforced where 
there was a bona fide dispute as to lia- 
bility. It was held that the $1.50 mini- 


e 


mum charge for each consumer meant 
each householder or family unit and that 
the customer was not entitled to a mini- 
mum charge of $1.50 for the furnishing 
of water to a tract of land upon which 
there were several occupied tenant 
houses. 

A customer must show not merely 
good faith in his refusal to pay, but also 
that there are reasonable grounds for dis- 
puting the claim. In this instance there 
were no reasonable grounds. The serv- 
ice charges claimed to be due were, in 
fact, not unreasonable, unjust, or exces- 
sive. Womack v. Peoples Water Service 
Co. 61 So2d 785. 


Highway Mileage Restriction Not within Commission Jurisdiction 


2 Arkansas Supreme Court held 
that the commission’s failure to im- 
pose a mileage condition restricting op- 
erations to less than 20 per cent of the 
state highway system did not void a 
motor carrier certificate. It upheld an 
order modifying the certificate to attach 
such a condition. 

The commission’s failure, said the 
court, was an error which could be cor- 
rected on appeal or was subject to cor- 
rection under the commission’s continu- 
ing power to require compliance with 
statutes, Imposition of such a condition 
was a legislative directive and the failure 
to observe that directive did not render 
the certificate void because it was not a 


matter of commission jurisdiction. 

The question also arose whether the 
commission could properly authorize a 
motor carrier to haul general commodi- 
ties as well as household goods where the 
carrier’s predecessor had been authorized 
to conduct a general transfer and drayage 
business and to engage in the long- 
distance transportation of property. The 
court held that the commission action 
was proper since the motor carrier and 
its predecessor had expanded the busi- 
ness to include the conveyance of gen- 
eral commodities and had occupied the 
field for about ten years. Arkansas Motor 
Freight Lines, Inc. v. Johnson et al. 252 
SW2d 814. 


7 


Financing Method Is Managerial Rather Than 
Regulatory Question 


HE New York commission author- 

ized an electric company to issue 
and sell, privately, cumulative preferred 
stock and sinking-fund debentures for 
construction and extension of operating 
facilities. Part of the proceeds are to be 
applied toward reimbursement of the 
company’s treasury. The reimbursement 
funds are to be used to discharge an 
equivalent amount of short-term bank 
loans outstanding as of the date of issu- 
ing the new securities. 
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The commission also authorized the 
company to invest temporarily funds not 
immediately required for construction 
purposes. It concluded that the issuance 
of the securities would not adversely af- 
fect the company’s capital structure or 
hamper its future permanent financing, 
since it would result in a long-term debt 
ratio of 49.2 per cent, preferred stock of 
17.2, and common stock and surplus of 
33.6. 

The commission said that the problem 
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of selecting the classes of securities and 
the principal amount that should be issued 
and sold in connection with financing 
capital expenditures is a matter for de- 
cision by management of a utility com- 
pany. Under ordinary circumstances, 
management’s determination in this mat- 
ter should be controlling, provided the 
terms under which the proposed securi- 
ties are to be issued and the resultant 
cost of money will not adversely affect 
public interest. In this instance, the pro- 
posed financing program is to provide 
funds principally for future, rather than 
for past, construction expenditures. 

At various times in the past, however, 
the company has financed temporarily 
the funds required for construction pur- 
poses through short-term loans and sub- 
sequently replaced such borrowings with 
permanent financing. The commission 
pointed out that short-term funds could 
undoubtedly be secured at a lower cost 
than the rates which petitioner proposed 
to pay on either its new preferred stock 
or sinking-fund debentures, But this type 
of financing might involve the payment 
of a stand-by fee which would increase 
the cost of money. It concluded, however, 
that the company could take advantage 
of a favorable preferred stock market 
and also obtain funds from its proposed 
debenture issue at a slightly better rate 
than it paid under previous issues. 

If the company were to borrow funds 
through short-term bank loans, it would 
unquestionably be faced with permanent 


financing later in the year and would, 
consequently, be gambling on then exist- 
ing market conditions. 

The commission held that the mere fact 
that the company could probably secure 
temporary construction funds from 
short-term bank loans at a lower cost than 
it would have to pay on the funds ob- 
tained from the proposed securities 
should not, of itself, control the deter- 
mination to be made on the issue. Such 
savings, it pointed out, could very well 
be offset in future years by the difference 
between the rates the corporation pro- 
poses to pay for money under its present 
program and what it might have to pay 
if the issuance and sale of securities were 
to be postponed until some time in the 
future. 

The company was authorized to issue 
the securities privately rather than under 
competitive bidding because it was doubt- 
ful if it could secure better terms in the 
present market under competitive bidding 
than it would obtain under the negotiated 
arrangements with prospective institu- 
tional investors. From the standpoint of 
the cost of money, the annual dividend 
rate of 4.40 per cent for the proposed 
preferred stock was as good as—and in 
some cases better than—rates appearing 
in recent public offerings of preferred 
issues by other utilities. At the same time 
the company will not incur the additional 
expense entailed in a public offering. Re 
New York State Electric & Gas Corp. 
Case 16080, February 13, 1953. 


z 


Natural Gas Rate Increase Based upon 
Wholesale ‘Rate Increase 


Tt. Kentucky commission author- 
ized the Western Kentucky Gas 
Company to increase rates as a result of 
increased costs which the company was 
required to pay its supplier for natural 
gas. The new rates would yield a return 
of 6.64 per cent on the company’s net 
average original cost of property, 4.09 
per cent on reproduction cost less ob- 
served depreciation, 6 per cent on average 
capital structure, and 6.20 per cent on 
net average investment. The commission 
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termed it an interim increase subject to 
refund if the Federal Power Commission 
ordered a refund on the wholesale rate 
under which the company was purchasing 
its natural gas. 

The commission considered the history 
and development of the company, its 
original cost, its cost of reproduction as 
a going concern, capital structure, and 
other elements of value recognized by the 
law of the land for rate-making purposes. 
It pointed out that it has generally re- 
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lated the average of a utility’s investment 
in property to its actual operating ex- 
perience for a given test period for the 
purpose of testing the reasonableness of 
rates because such averages are readily 
determined from the company’s records. 
An alternative method, it said, would be 
to consider the utility’s property at the 
end of the test period. In this case it 
would be necessary to adjust all of the 
company’s revenues and expenses to the 
conditions at the year-end level. 

The reproduction cost estimate had 
many deficiencies. The witness who pre- 
pared this estimate did not make a physi- 
cal inventory of the property, or the units 
of property being taken from the com- 
pany’s records. No effect was given to 
improvements in the gas distribution 
business since much of the property was 
constructed, the factor of obsolescence, 
possible savings in construction costs due 


to wholesale construction and planning, 
and the variation in costs that might oc- 
cur over the period that would be neces- 
sary to construct the property. 

Furthermore, the witness was not too 
familiar with the property. The inspec- 
tion upon which his estimate of deprecia- 
tion was primarily based was a spot check 
conducted over a period of the “past few 
weeks.” Based upon this inspection, con- 
ducted solely by the witness, covering a 
property costing some six and a half mil- 
lion dollars and including about 80 miles 
of pipeline substantially all buried under- 
ground, and services to some 36,000 cus- 
tomers, the witness concluded that the 
property had an observed depreciation of 
“about 16 to 17 per cent.” The commis- 
sion kept these limitations in mind in con- 
sidering the reproduction cost estimate. 
Re Western Kentucky Gas Co. Case No. 
2457, February 25, 1953. 


e 


Stipulation As to Refund Permits Collection of 


Increased Rates 


HE supreme court of Rhode Island 

ruled that an appeal from an order 
of the public utility administrator fixing 
telephone rates operates as a stay of the 
commission order. 

The company will be able to make the 
new rates effective pending the appeal, 
the court ruled, by stipulating that the 
accounts of each affected telephone sub- 


Pending Appeal 


scriber will be kept in such a way “that 
the amounts of increases in tariffs col- 
lected under said order shall be severable 
and readily computable.” The company’s 
stipulation should also show a willingness 
to make a refund of amounts collected in 
excess of the rates eventually determined 
to be reasonable. New England Teleph. 
& Teleg. Co. v. Kennelly, 94 A2d 253. 


O) 
. 2 


Other Important Rulings 


‘ee Utah commission did not require 
a telephone company to answer in- 
terrogatories directed to it by a munici- 
pality in a rate proceeding where the in- 
formation sought was not readily avail- 
able and could be obtained only after the 
expenditure of a great amount of time 
and money and where the desired infor- 
mation was not necessary to a full de- 
termination of the issues in the case under 
the theory of rate making followed by 
the commission. Re Mountain States 
Teleph. & Teleg. Co. Case No. 3833, De- 
cember 30, 1952. 
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The Louisiana commission held that 
the statute providing that before a motor 
carrier certificate shall be granted the 
commission must find that public con- 
venience and necessity require such au- 
thority, and that no new or additional 
certificates shall be granted in the terri- 
tory of existing carriers unless it be clear- 
ly shown public convenience and neces- 
sity would be materially promoted, does 
not contemplate two standards of public 
convenience and necessity but means that 
the same test be applied in all certificate 
proceedings. Ex Parte Fabacher, No. 
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5488, Order No. 6130, reaffirming Or- 
der No. 6061, October 20, 1952. 


The New Hampshire commission, 
upon remand of its earlier decision by the 
New Hampshire Supreme Court, author- 
ized an electric rate increase providing a 
return of 5.65 per cent and used a year- 
end rather than an average year rate base 
to offset the factor of attrition. Re Pub- 
lic Service Co. of New Hampshire, 
D-R3152, February 4, 1953. 


The Kentucky Court of Appeals held 
that a commission order authorizing the 
discontinuance of certain passenger 
trains did not deny passengers of any 
property right, since they have no con- 
stitutional, statutory, or contractual right 
to have passenger service performed for 
them by a railroad, and, as such, there 
was no right to appeal from such order. 
Middlesboro v, Louisville & N. R. Co. 
252 SW2d 680. 


The Missouri commission denied 
authority to substitute a prepaid for an 
agency station where the losses sustained 
for the past two years could be attributed 
to drought and floods and such losses 
were small in comparison with the profits 
realized in the past few years, where the 
distance to the nearest agency station was 
considerable, where telephone service to 
the nearest agency station was poor, and 
where the economic condition of the 
locality was prosperous and showed no 
evidence of economic decline. Re Thomp- 
son (Missouri P. R. Co.) Case No. 12,- 
421, February 18, 1953. 


The Missouri commission held that, in 
apportioning the cost of installing and 
maintaining automatic flashing light sig- 
nals at a crossing, consideration must be 
given to the extent to which each class of 
intersecting traffic contributes to the 
crossing hazards as well as other facts 
and circumstances in evidence. State 
Highway Commission v. Wabash R. Co. 
Case No. 12,406, February 20, 1953. 


The California commission held that 
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the certification of permit carriers as 
highway common motor carriers under 
the commission policy of liberality should 
not be withheld solely because existing 
carriers may be affording adequate serv- 
ice, but that the nature and adequacy of 
existing carriers’ service should always 
be a factor to be considered and accorded 
due weight. Re Stapel Truck Lines, De- 
cision No. 48136, Application Nos. 28649 
et al. January 6, 1953. 


A Federal district court held that a 
jeep, for purposes of railway freight 
classification, is a passenger vehicle. 
Louisville & N. R. Co. v. United States, 
109 F Supp 464. 


The Wisconsin Supreme Court held 
that authority to transfer and amend a 
motor carrier certificate to permit unifi- 
cation and substitution of single-line for 
joint-line service should not be based 
solely on savings in operating costs, Al- 
brent Freight & Storage Co. v. Public 
Service Commission, 56 NW2d 846. 


A Massachusetts court held that the 
department of public utilities had no 
authority to authorize the transfer of a 
motor carrier certificate in the absence of 
an express finding that the certificate 
holder had any business that could be 
sold in good faith. Di Napoli (P.) Co. v. 
Department of Public Utilities, 110 
NE2d 379. 


The Connecticut commission refused 
to allow any increase in the rates of a 
motor carrier which had an operating 
ratio of 89.6 per cent on its intrastate 
traffic. Re County Transp. Co. Docket 
No. 8725, March 3, 1953. 


The North Carolina commission did 
not consider a telephone company’s re- 
turn of 5.80 per cent on a net investment 
rate base in excess of the amount required 
to pay interest obligations and a reason- 
able dividend on stock and provide a rea- 
sonable addition to earned surplus. Re 
Knotts Island Teleph. Co. Docket No. 
P-28, February 26, 1953. 
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The Pennsylvania Superior Court dis- 
missed an appeal from a commission order 
granting a railroad authority to abandon 
train service because the validity of the 
order was admitted and because the ques- 
tion attempted to be ruled upon was 
whether the railroad was required to pro- 
ceed in the court of common pleas to sur- 
render its charter powers pro tanto, 
which was not raised below and present- 
ed no question which the court might de- 
termine on the record. New Castle v. 
Public Utility Commission, 94 A2d 57. 


The Wisconsin commission held that 
proposed telephone rates that would yield 
a return of 6.73 per cent were excessive 
and modified such rates to yield a return 
of 6.5 per cent. Re Sullivan Teleph. Co. 
2-U-3915, January 27, 1953. 


The New Jersey board decided that in 
a railroad discontinuance proceeding the 
financial condition under which service 
is rendered should be considered but that 
the financial aspect is not the deciding 
factor. Re Delaware, Lackawanna & 


Western R. Co. Docket No. 6917, Febru. 
ary 4, 1953. 


The Massachusetts Department of 
Public Utilities held that the fact that a 
railroad’s freight operations are profit. 
able is not decisive in determining 
whether or not to authorize the discon- 
tinuance of passenger service, and if 
profits of freight operations are to be 
diverted to subsidize nonprofitable pas- 
senger service, such a policy should be 
restricted to those operations which are 
necessary in the public interest. Re Bos- 
ton & Maine Railroad DPU 9795, 
February 6, 1953. 


The New York commission authorized 
the discontinuance of railroad shuttle 
service where such service was being op- 
erated at a heavy loss and passenger use 
and revenues collected had been declining 
steadily and where an alternate means of 
transportation was available although at 
a higher rate than at the railroad fare. 
Re Wyer (Long Island R. Co.) Case 
15878, March 23, 1953. 
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UNITED STATES SUPREME COURT 


United States of America, on the 
Relation of Oscar L. Chapman, 


Secretary of the Interior et al. 


Vv 


Federal Power Commission et al. 


Nos. 28, 29 
— US —, 97 L ed —, 73 S Ct 609 
March 16, 1953 


ERTIORARI to Court of Appeals for the Fourth Circuit to 
C review decision upholding Commission order which granted 
power project license to electric company; affirmed. For lower 
court decision, see (1951) 91 PUR NS 366, 191 F2d 796, and 

for Commission decision, see (1951) 87 PUR NS 469. 


Appeal and review, § 80 — Parties — Secretary of the Interior — Power project 
license. 

1. The Secretary of the Interior, having the statutory duty to act as sole 
marketing agent of power developed at public hydroelectric projects and 
not required for the operation of the project and directed by §5 of the 
Flood Control Act of 1944 to transmit and dispose of such power in a 
manner calculated to encourage the most widespread use thereof at the 
lowest possible rates, has standing to appeal from an order of the Federal 
Power Commission granting to an electric company a license for a power 
project in a river basin for which the Flood Control Act of 1944 has pro- 
vided a comprehensive plan, p. 132. 


Appeal and review, § 80 — Parties — Co-operative association— Power project 
license. 

2. A co-operative association having a substantial interest in the development 
of low-cost power at a power site and entitled, along with public bodies to 
a preference in sales by the Secretary of the Interior under § 5 of the Flood 
Control Act of 1944, has a standing to appeal from an order of the Federal 
Power Commission granting to an electric company a license for a power 
project in a river basin for which a comprehensive plan has been set out in 
the Flood Control Act of 1944, p. 132. 


Water, § 5 — Jurisdiction of Federal Power Commission — License to electric com- 
pany. 

3. Congressional approval of a comprehensive plan for development of a 

river basin, containing express authorization of certain power projects, 

does not remove other sites embraced within the comprehensive plan, but 

[9] 129 97 PUR NS 
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not specifically authorized, from the licensing jurisdiction of the Federal 
Power Commission so as to prevent the Commission from granting a license 
to an electric company, p. 132. 


Appeal and review, § 28.1— Orders of Federal Power Commission — License 
for power project. 

4. The Supreme Court, in reviewing a lower court decision which sustained 
an order of the Federal Power Commission granting to an electric company 
a license to construct a power project, cannot say, within the limited scope 
of review open to the court, that the Commission’s findings were not war- 
ranted; judgment upon conflicting engineering and economic issues is pre- 
cisely that which the Commission exists to determine, so long as it cannot 
be said that the judgment which it exercised had no basis in evidence and 
so was devoid of reason, p. 140. 


Water, § 18.2 — Duty of Federal Power Commission — Power project — Recom- 
mendation of public construction. 
5. The Federal Power Commission was not required by §7(b) of the 
Federal Power Act to recommend public construction of a power project 
in a river basin where the report of the Corps of Engineers did not clearly 
recommend that all projects in the river basin be constructed by the United 
States, and the Commission’s concurrence in that report could not provide 
a basis for invoking provisions of §7(b); primary responsibility for the 
enforcement of the provisions of § 7(b) must remain with the Commission, 


p. 141. 


Water, § 18 — Plan for improvement of river basin — Congressional intent. 
Discussion by the United States Supreme Court of the comprehensive plans 


set out in the Flood Control Act of 1944 for improvement of the Roanoke 
river basin, involving various power sites, and jurisdiction of the Federal 
Power Commission in view of legislation, reports to Congress, and other 
matters, p. 133. 


Statutes, § 11 — Approval or authorization of plan. 
Discussion by the United States Supreme Court of the distinction between 
“approval” of a comprehensive plan for improvement of a river basin and 
“authorization” of power projects in connection with the plan, p. 135. 


Water, § 5 — Jurisdiction of Federal Power Commission — Power project — Pri- 
vate or public development. 
Statement by the United States Supreme Court that a principal responsi- 
bility of the Federal Power Commission has always been that of determining 
whether private construction of a power project is consistent with the public 
interest and that the Commission is charged with the task of deciding whether 
construction ought to be undertaken by the United States itself, p. 139. 
Water, § 2 — Duty of Supreme Court — Power projects — Private or public con- 
struction. 
Statement that it is not for the United States Supreme Court to intimate a 
preference between private or public construction at a power site, p. 139. 
Water, § 18.2 — Power projects —Private or public construction — Governing 
factors. 
Statement by the United States Supreme Court that it has never been sug- 
gested that loss of profits by the Federal government is a criterion under 
which the Federal Power Commission is to determine whether a power 
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project ought to be undertaken by the United States or that such considera- 
tions could demonstrate that Congress withdrew a power site from the 
licensing jurisdiction of the Federal Power Commission, p. 141. 


(CLARK, J. concurs; DouGLas, VINCENT, and Brack, JJ., dissent.) 


APPEARANCES: Gregory Hankin, 
of Washington, D. C., argued the 
cause for petitioner in No. 28; Robert 
Whitehead, of Lovingston, Virginia, 
argued the cause for petitioner in No. 
29; Bradford Ross, of Washington, 
D. C., argued the cause for respondent, 
Federal Power Commission; T. Jus- 
tin Moore, of Richmond, Virginia, 
argued the cause for respondent, Vir- 
ginia Electric & Power Co.; Charles 
F. Rouse, of Raleigh, North Carolina, 
and David W. Robinson, of Columbia, 
South Carolina, submitted the cause 
for respondent, Carolina Power & 
Light Co.; Herbert B. Cohn, of New 
York city, submitted the cause for re- 
spondent, Appalachian Electric Power 
Co. 


Mr. Justice FRANKFURTER delivered 
the opinion of the court: 

In these two cases, the Secretary of 
the Interior and an association of non- 
profit rural electric cooperatives have 
challenged the authority of the Federal 
Power Commission to grant to the 
respondent power company, VEPCO, 
a license to construct a hydroelectric 
generating station at Roanoke Rapids, 
North Carolina. They claim that 
Congress, by approving a comprehen- 
sive plan set out in the Flood Control 
Act of 1944 for improvement of the 
Roanoke River Basin, has withdrawn 
all eleven sites proposed for develop- 
ment in the plan, including Roanoke 
Rapids, from the licensing jurisdiction 
of the Commission and has reserved 
them for public construction. The 
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underlying premise, that the plan ap- 
proved by Congress presupposed Fed- 
eral development of all sites included 
in the plan, also underlies petitioners’ 
other main contention here, that the 
Commission’s concurrence in the plan 
constituted a determination by the 
Commission that the development of 
these water resources should be under- 
taken by the United States itself. 
Such a determination, they say, re- 
quires the Commission under § 7(b) 
of the Federal Power Act, 41 Stat 
1067, as amended, 49 Stat 842, 16 
USCA § 800(b), to make investiga- 
tions and submit its findings together 
with appropriate recommendations to 
Congress and in any event bars the 
Commission from approving applica- 
tions for private construction of the 
project. Petitioners unsuccessfully 
raised these contentions, along with at- 
tacks on the Commission’s findings not 
pressed here, before the court of ap- 
peals for the fourth circuit, which 
denied their petitions to set aside the 
Commission’s order granting a license 
to VEPCO. United States ex rel. 
Chapman v. Federal Power Commis- 
sion (1951) 91 PUR NS 366, 191 
F2d 796. We granted certiorari 
(1952) 343 US 941, 96 L ed 1346, 
72 S Ct 1034. The cases present 
questions of importance in that they 
involve a conflict of view between two 
agencies of the government having 
duties in relation to the development 
of national water resources. Deter- 
mination of the issues may affect a 
substantial number of important po- 
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tential sites for the development of 
hydroelectric power. Cf. Rules Su- 
preme Court, 38 (5) (b). 

[1,2] Both here and in the court 
below, petitioners’ standing to raise 
these issues has been questioned. The 
Secretary of the Interior points to 
his statutory duty to act as sole market- 
ing agent of power developed at public 
hydroelectric projects and not required 
for the operation of the project; §5 
of the Flood Control Act of 1944 di- 
rects him to transmit and dispose of 
such power in a manner calculated to 
“encourage the most widespread use 
thereof at the lowest possible rates to 
consumers consistent with sound busi- 
ness principles.” 58 Stat 890, 16 
USCA §825s. This provision, it is 
said, announces a congressional policy 
for the guidance of the Secretary that 
would be disturbed by the respondent 
company’s plan; thus a specific interest 


of the Secretary, in addition to his 
more general duties relating to the con- 
servation and utilization of the na- 
tion’s water resources, is said to be 
adversely affected by the Commission’s 


order. The REA Association, an as- 
sociation of cooperatives, asserts that, 
as an organization of consumers en- 
titled, along with “public bodies” to 
a preference in sales by the Secretary 
under § 5, it has a substantial interest 
in the development of low-cost power 
at the Roanoke Rapids site and con- 
sequently in the kind of instrumental- 
ity, public or private, to which power 
development at this site is committed. 
Respondents say, however, that deci- 
sions of policy in the construction of 
power projects have been entrusted to 
the Commission, or at most also to 
the Secretary of the Army, under 
whom the Corps of Engineers performs 
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its statutory functions of making sur- 
veys and constructing public works, 
and that the interests of petitioners 
arise only after a public project has 
been constructed and the Secretary of 
the Army has determined that there 
is excess power to be distributed and 
sold. 

We hold that petitioners have stand- 
ing. Differences of view, however, 
preclude a single opinion of the court 
as to both petitioners. It would not 
further clarification of this complicated 
specialty of Federal jurisdiction, the 
solution of whose problems is in any 
event more or less determined by the 
specific circumstances of individual 
situations, to set out the divergent 
grounds in support of standing in these 
cases. 

[3] Petitioners’ main contention, 
that Congress has, by a series of en- 
actments to be construed as part of an 
evolving assumption by the Federal 
government of comprehensive author- 
ity over navigable waters, reserved the 
Roanoke Rapids site for public devel- 
opment and so has placed it beyond the 
licensing power of the Federal Power 
Commission, requires us to consider 
with some particularity the steps by 
which plans for the Roanoke Rapids 
project have unfolded. Petitioners’ 
contention reduces itself to the claim 
that the authority of the agency to 
which Congress has delegated the re- 
sponsibility for safeguarding the public 
interest in the private development of 
power resources has been revoked pro 
tanto by congressional action as to 
this particular site. 

In 1927, the Army Engineers were 
authorized to make a specific survey 
of the Roanoke river by §1 of the 
Rivers and Harbors Act, 44 Stat 
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1010, 1015, which “adopted and au- 
thorized” enumerated “works of im- 
provement” including “surveys in 
accordance with’ HR Doc No 308, 
69th Cong, Ist Sess (1926). That 
document, a milestone in the develop- 
ment of integrated Federal planning 
for the use of the nation’s water re- 
sources, had recommended surveys of 
a large number of streams throughout 
the country, including the Roanoke 
river, “either for the preparation of 
plans for improvement to be under- 
taken by the Federal government alone 
or in connection with private enter- 
prise, or to secure adequate data to 
insure that waterway developments by 
private enterprise would fit into a gen- 
eral plan for the full utilization of the 
water resources of a stream.” HR 
Doc No 308, 69th Cong, Ist Sess 4. 
The detailed survey of the Roanoke 
river was transmitted to Congress in 
1934; in it the Chief of Engineers 
stated that a comprehensive plan for 
navigation and power, flood control, 
or irrigation “is not economically jus- 
tifiable at the present time,” HR Doc 
No 65, 74th Cong, Ist Sess 2 (1935) 
and concurred in the judgment of the 
investigating engineer that “[t]here 
is no justification for any Federal ex- 
penditures for either flood control or 
power.” Id., at 53; cf. id., at 14, 15. 
In 1936 Congress enacted the Flood 
Control Act of 1936, 49 Stat 1570, 
defining the public interest in flood con- 
trol as follows: “It is hereby recog- 
nized that destructive floods upon the 
rivers of the United States 
constitute a menace to national wel- 
fare; that it is the sense of Congress 


that flood control on navigable waters 
or their tributaries is a proper activity 
of the Federal government . . . ; 
that the Federal government should 
improve or participate in the improve- 
ment of navigable waters or their 
tributaries, including watersheds 
thereof, for flood-control purposes if 
the benefits to whomsoever they may 
accrue are in excess of the estimated 
costs, and if the lives and social se- 
curity of people are otherwise adversely 
affected.” 49 Stat 1570, 33 USCA 
§ 70la. In the same act, the Secretary 
of War was authorized to continue 
surveys at a number of localities, in- 
cluding “Reservoirs in Roanoke and 
Tar Rivers, North Carolina.”* Section 
7, Act of 1936, 49 Stat 1596. In 
§ 6 of the act, Congress provided that 
“the government shall not be deemed 
to have entered upon any project for 
the improvement of any waterway 


mentioned in this act until the project 
for the proposed work shall have been 


adopted by law.” 49 Stat 1592. 
Following a destructive flood on 
the Roanoke river in 1940, the House 
Committee on Flood Control adopted a 
resolution requesting reappraisal of 
the previous reports on the Roanoke 
river to determine “whether any im- 
provements in the interests of flood 
control and allied purposes are ad- 
visable at this time.’”” See HR Doc No 
650, 78th Cong, 2d Sess 12 (1944). 
A similar resolution was adopted later 
by the House Committee on Rivers and 
Harbors, see ibid., and as a result, 
the Corps of Engineers submitted its 
recommendations in a report which 
became HR Doc No 650, 78th Cong, 





1Section 6 of the Flood Control Act of 
1938 authorized the Secretary of War to 
make surveys “for flood control” of the Smith 
river, a tributary of the Roanoke on which 
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two of the eleven projects in the comprehen- 
sive Roanoke Basin plan are located. 52 Stat 
1223. 
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2d Sess (1944). This report recom- 
mended the comprehensive Roanoke 
Basin plan here in issue. The report 
proposed a system of eleven dams and 
reservoirs, eight of them on the Roa- 
noke river, and recommended author- 
ization of two of those projects, des- 
ignated Buggs Island and Philpott, 
“as the initial step.” Id., at 2. 
Petitioners rely most strongly on 
two features of this report for their 
claim that Congress has, by approving 
the plan outlined in the report, with- 
drawn all sites in the plan from the 
licensing jurisdiction of the Federal 
Power Commission. As the report 
moved up through the hierarchy of the 
Corps of Engineers, comments upon 
the plan were made by the different 
responsible cfficers. The detailed re- 
port of the investigating engineer esti- 
mated including interest, on 
bases obviously contemplating lederal 
financing. These figures were accepted 
in the comments of each forwarding 
Further, the Chief of Engi- 
neers, in submitting the report, stated, 
“To safeguard the interests of naviga- 
tion and flood control, the dams and 
power facilities should be constructed, 
operated, and maintained under the 
direction of the Secretary of War and 
the supervision of the Chief of En- 
gineers.” Ibid. Neither the reports 
nor the comments of subordinates had 
contained any such suggestion or any 
engineering or other reasons why such 
a recommendation might be made, and 
the Chief of Engineers gave no rea- 
Further, it is 
not clear from the context that the 
statement referred to all the projects 
and not simply to the two dams to be 
authorized, that is, the ones with flood- 
control features, or even that the words 


costs, 


officer. 


sons for his suggestion. 


“under the direction . . . andthe 
supervision” precluded construction by 
a private applicant; indeed, the order 
here granting the license specifically 
requires the licensee to “operate its 
project in such a manner as the Chief 
of Engineers, Corps of Engineers, 
Department of the Army, or his au- 
thorized representative, may pre- 
scribe.” We do not think these dis- 
connected statements would justify us 
in saying that the report as it went 
to Congress plainly proposed that the 
government construct all the projects 
in the plan. There are contrary indi- 
cations in the report itself; particularly 
pertinent in the light of congressional 
practice is the strong emphasis put on 
the flood-control aspects of the two 
projects recommended for authoriza- 
tion. In any event, we do not have a 
recommendation for public construc- 
tion that is clearly an integral part of 
the plan, and the decisive question is 
not what this or that isolated statement 
in the report or the comments there- 
on imply but how Congress may fairly 
be said to have received and read the 
report in the light of the legislative 
practice in relation to such public 
works. 

It deserves mention that the Roa- 
noke Rapids site, although compre- 
hended in the plan and found to be 
the most desirable power site of all 
eleven units, was to be developed 
simply for the production of power. 
The District Engineer pointed out 
that the two projects recommended 
for early authorization would pro- 
vide practically all the flood-control 
benefits to be derived from the plan; 
installations at the two sites, Buggs 
Island and Philpott, would “eliminate 
over 90 per cent of the flood losses 
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to the two main flood-damage areas 
in the Roanoke River Basin.” Id., at 
88. At those two sites were to be 
built multiple-purpose reservoirs for 
flood control, water power, and low- 
water regulation, while at the other 
nine sites, with one minor exception, 
there were simply to be power projects. 

As is customary, the Federal Pow- 
er Commission was asked to comment 
on the proposal ; by letter to the Chief 
of Engineers dated May 3, 1944, the 
Commission suggested some technical 
changes but concurred substantially in 
the recommendations of the Engineers, 
“that the comprehensive development 
of the Roanoke River Basin, in general 
accordance with the plans prepared 
therefor by the district engineer con- 
sisting of 11 dam and reservoir proj- 
ects with power, is desirable and that 
the Buggs Island and Philpott projects 
would constitute a desirable initial step 


in the development of the Roanoke 


River Basin.” Id., at 4. 

The report was presented to Con- 
gress while the bill that became the 
Flood Control Act of 1944 was un- 
der consideration ; although the 
had already closed its hearings, the 
Senate Report proposed amending the 
hii to include provision for the Roa- 
noke Basin, recommending “approval 


louse 


of the comprehensive plan and author- 
ization for construction of the Buggs 
Island and Philpott reservoirs in ac- 
cordance with the recommendations of 
the Chief of Engineers.” S Rep No 
1030, 78th Cong, 2d Sess 8. 

The proposal was accepted, and $10 
of the act contains a corresponding 
provision. It provides that “the fol- 
lowing works of improvement 
are hereby adopted and authorized.” 
Included in an omnibus listing of such 
“works of improvement” is the follow- 
ing: “The general plan for the com- 
prehensive development” of the Roa- 
noke Basin recommended in HR Doc 
No 650 “is approved” and construction 
of Buggs Island and Philpott is “here- 
by authorized substantially in accord- 
ance with the recommendations of the 
Chief of Engineers in that report at 
an estimated cost of $36,140,000.’ 

It is this statutory language that 
petitioners say withdrew the Roanoke 
Rapids site from the licensing juris- 
diction of the Commission. They ask 
us to read the word “approved” as 
a reservation of the site for public 
construction and, by necessary implica- 
tion, a withdrawal of the site from the 
Commission’s licensing authority. A 
flat “approval” of a plan clearly recom- 
mending public construction as an in- 





2The full text of the provisions, so far as 
they are relevant, is as follows: 

“Sec. 10. That the following works of im- 
provement for the benefit of navigation and 
the control of destructive flood waters and 
other purposes are hereby adopted and au- 
thorized in the interest of the national security 
and with a view toward providing an adequate 
reservoir of useful and worthy public works 
for the postwar construction program, to be 
prosecuted under the direction of the Secre- 
tary of War and supervision of the Chief of 
Engineers in accordance with the plans in the 
respective reports hereinafter designated and 
subject to the conditions set forth therein: 
[Provisos omitted.] 
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“ROANOKE RIVER BASIN. 


“The general plan for the comprehensive 
development of the Roanoke river basin for 
flood control and other purposes recommended 
by the Chief of Engineers in House Document 
numbered 650, Seventy-eighth Congress, Sec- 
ond Session, is approved and the construction 
of the Buggs Island reservoir on the Roanoke 
river in Virginia and North Carolina, and the 
Philpott reservoir on the Smith river in Vir- 
ginia, are hereby authorized substantially in 
accordance with the recommendations of the 
Chief of Engineers in that report at an 
estimated cost of $36,140,000.” 58 Stat 891, 
892, 894. 
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dispensable constituent of the plan 
might indeed have that effect, but, as 
indicated above, we do not find that 
the plan made any such recommenda- 
tion. 

A separate argument of petitioners 
is based in part on the language of a 
proviso commonly inserted in author- 
izations for flood-control surveys,’ 
that the government shall not be 
deemed to have entered upon a project 
until the project is “adopted by law.” 
From this language petitioners infer 
that the government’s entry upon a 
project so as to preclude private con- 
struction occurs when Congress adopts 
a project, and they ask us to say that 
such adoption occurred here when Con- 

‘gress “approved” the plan compre- 
hending the Roanoke Rapids site. We 
do not think the word “approval” car- 
ries the implication of ‘‘adoption” or 
“authorization” by its own force. 


Read together with other legislative 
action concerning water resources and 
with the history of Federal activity 


in that regard, congressional ‘“ap- 
proval” without more‘ cannot be taken, 


we think, to indicate in this case more 
than a legislative finding that the pro- 
posed projects, no matter by whom 
they may be built, are desirable and 
consistent with congressional stand- 
ards for the ordered development of 
the nation’s water resources. Such a 
finding has meaning in conveying the 
congressional purpose and expressing 
a congressional attitude. Concretely 
it means that Congress has adopted 
a basic policy for the systematic devel- 
opment of a river basin. Decision is 
made on such questions as the locations 
of projects, the purposes they are to 
serve their approximate size and the 
desirable order of construction; be- 
cause of the necessary interrelationship 
of many technical engineering and 
economic features of the several dams 
in a single river basin, early choice 
among possible alternatives is impera- 
tive. The policy chosen by Congress 
when it approves a plan is, in the first 
place, directed to Congress itself in 
its appropriating function.’ Approval 
also tells the Federal Power Com- 
mission—the executant of congres- 





3 See, e. g., § 6 of the Flood Control Act of 
1936, quoted p. 133, supra. 

4 There is little force in the argument that 
the words “adopted and authorized” in § 10, 
see note 2, supra, apply to the Roanoke Rapids 
site. Not only is the specific provision as to 
the Roanoke Basin to control over the general, 
but that which is adopted and authorized is 
not “the following plans” but “the following 
works of improvement,” which patently refers 
to such projects as Buggs Island and Philpott, 
rather than to all sites named in a compre- 
hensive plan. This answers that part of pe- 
titioners’ argument which relies on the lan- 
guage of § 10 speaking of prosecution of the 
projects “under the direction of the Secretary 
of War” when “budgetary requirements” per- 
mit. As a matter of language, apart from all 
other considerations, the “works of improve- 
ment” to which such language refers is better 
read as the projects authorized rather than as 
all projects named in plans that were approved. 

5 The Rules of both the Senate and the 
House in 1944, as now, called for previous 
choice of policy through authorization by law 
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before any item of appropriations might be 
included in a general appropriations bill. Rule 
XVI, Senate Manual, S Doc No 239, 7th 
Cong, 2d Sess 20; Rule XXI, Rules of the 
House of Representatives, HR Doc No 812, 
77th Cong, 2d Sess 384. The importance of 
this distinction in the context of authorization 
of power projects is brought out in the fol- 
lowing colloquy between a representative of the 
Corps of Engineers and Chairman Whitting- 
ton of the House Committee on Public Works: 

“The Chairman: Is not the word 
‘approved’ an authorization for the plan but 
without appropriation, or without an author- 
ization for the appropriation? 

“What is the difference between approving 
and authorizing a plan? 

“Colonel Gee: We have never construed the 
approval of the plan to carry with it the au- 
a to construct the elements of that 
plan. 

“The Chairman: Nor do we.” Hearings 
before the House Committee on Public Works 
on HR 5472 (Title II), 81st Cong, 1st Sess 
42. 





UNITED STATES OF AMERICA v. F. P. C. 


sional policy—how to exercise its au- 
thority in relation to the authorization 
of sites in the Roanoke Basin. The 
finding had utility in this case in the 
guidance it gave the Commission in 
determining whether a private appli- 
cant would adequately develop all the 
benefits that should be derived from 
the proposed site. 

In so interpreting the language Con- 
gress has used we gain some light from 
the action Congress has taken to set 
projects in motion following enactment 
of statutes “approving” a comprehen- 
sive plan and “authorizing” certain 
projects set out in the plan. For the 


Roanoke River Basin itself, although 
Buggs Island and Philpott were spe- 
cifically “authorized” in the Flood 
Control Act of 1944, separate steps 
were taken by Congress to complete 
the authorization; “planning money” 
was appropriated, a “Definite Project 


Report” was received for Buggs Is- 
land, and then funds for construction 
of Buggs Island were appropriated. 
Equally illuminating is the procedure 
by which Congress recently set in mo- 
tion plans to build a project “ap- 
proved” exactly as was the Roanoke 
Rapids project. At approximately the 
same time as the engineering reports 
on the Roanoke river were submitted, 
a comparable report was submitted 
concerning the Savannah river, 
Georgia, and recommending a com- 
prehensive plan much like the Roanoke 
River Basin plan. Like Buggs Island 
and Philpott in the Roanoke plan, 


Clark Hill in the Savannah plan 
was recommended for immediate au- 
thorization, “as the initial step.” 
See HR Doc No 657, 78th Cong, 
2d Sess 6. As the demand for 
power increased, other projects in- 
cluded in the plan were to follow, the 
first to be the Hartwell site. The 
Senate Report accepted this recom- 
mendation, S Rep No 1030, 78th 
Cong, 2d Sess 9-10, just as it had the 
Roanoke Basin recommendation, and 
called for ‘‘approval of the comprehen- 
sive plan and authorization for con- 
struction of the Clark Hill project.” 
Id., at 10. Section 10 of the Flood 
Control Act of 1944 contains a cor- 
responding provision. 58 Stat 894. 
Thus, the background as well as the 
precise terms of the provisions relat- 
ing to projects in the Savannah river 
plan are closely parallel to those relat- 
ing to the Roanoke projects. Recent- 
ly, when further construction on the 
Savannah river was proposed and au- 
thorization of Hartwell, the site next 
in line, was recommended, neither Con- 
gress nor the Engineers treated the 
earlier “approval” of the comprehen- 
sive plan as a final step making unnec- 
essary other than automatic appropria- 
tions for Hartwell. Rather, hearings 
were held, see Hearings before House 
Committee on Public Works on HR 
5472 (Title II), 81st Cong, Ist Sess 
37-85 (May 16, 1949), and a separate 
authorization for construction was in- 
cluded in the Rivers and Harbors Act 
of 1950, 64 Stat 171.® 





6 The general enacting provision, § 204, 64 
Stat 170, is substantially the same as § 10 of 
the Flood Control Act of 1944, supra, note 2. 
The specific provision as to the Savannah river 
is as follows: 


“SAVANNAH RIVER BASIN. 
“There is hereby authorized to be appro- 
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priated the sum of $50,000,000 for the con- 
struction of the Hartwell project in the general 
plan for the comprehensive development of the 
Savannah River Basin, approved in the act of 
December 22, 1944, in addition to the au- 
thorization for project construction in the act 
of December 22, 1944.” 64 Stat 171. 
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Respondents further point out that 
at the same time hearings were held 
on the Hartwell project, there were 
also hearings on further construction 
in the Roanoke basin, and the Corps 
of Engineers proposed the authoriza- 
tion of Smith Mountain, a project with 
minor flood-control benefits but not 
next in line under the plan as approved 
in the Flood Control Act of 1944. 
That plan had put the Roanoke Rapids 
site here involved and the Gaston site 
ahead of Smith Mountain. The rea- 
son given by the Engineers for chang- 
ing the order of construction was that 
private applications, including the ap- 
plication here, had been made or con- 
templated for the Roanoke Rapids and 
Gaston sites. While we do not attach 
weight to subsequent statements by 
the Engineers that the Flood Control 
Act of 1944 did not preclude private 
construction of some projects in the 
plan, it is pertinent to note that a 
Comntittee of Congress responsible for 
water resources legislation was in- 
formed that an application was pending 
for private construction. Whether or 
not the Committee agreed that the 
Ilood Control Act of 1944 allowed pri- 
vate construction of projects compre- 
hended in plans there approved, in fact 
no action was taken by it to prevent 
the Commission from proceeding to 
hear the VEPCO application, although 
the Committee learned that the appli- 
cation was pending over a year and 
a half before the order was handed 
down by the Commission. 

Whatever light these subsequent 
proceedings in Congress afford, both 
as to the Roanoke Basin and as to the 
comparable Hartwell site in the Savan- 
nah river plan, we find no solid 


ground for concluding that Congress 
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has taken over the entire river basin 
for public development with such def- 
imiteness and finality so as to warrant 
us in holding that Congress has with- 
drawn as to this whole river basin its 
general grant of continuing authority 
to the Federal Power Commission to 
act as the responsible agent in exer- 
cising the licensing power of Con- 
gress. Extensive review of the need 
for integration of Federal activities 
affecting waterways, see, e.g., Report 
of Secretary of War Stimson, HR Doe 
No 929, 62d Cong, 3d Sess 32-35 
(1912), and of the breadth of author- 
ity granted to the Commission by 
Congress in response to that need is 
hardly necessary to establish the role 
of the Commission in Hydroelectric 
power development. See, e. g., First 
Iowa Hydro-Electric Co-operative v. 
Federal Power Commission (1946) 
328 US 152, 180, 181, 90 L ed 1143, 
1158, 1159, 63 PUR NS 193, 66 
S Ct 906, and cases cited. From the 
time that the importance of power sites 
was brought to public and congres- 
sional consciousness during the ad- 
ministration of President Theodore 
Roosevelt, the significant development 
has been the devising of a general 
power policy instead of ad hoc action 
by Congress, with all the difficulties 
and dangers of local pressures and log- 
rolling to which such action gave rise. 
See the Veto Messages of Presidents 
Roosevelt and Taft, e.g., 36 Cong Rec 
3071 (Muscle Shoals, Ala, 1903): 
42 Cong Rec 4698 (Rainy River, 
1908), HR Doe No 1350, 60th Cong, 
2d Sess (James River, 1909); HR 
Doc No 899, 62d Cong, 2d Sess 
(White River, 1912) ; S Doc No 949, 
62d Cong, 2d Sess (Coosa River, 
1912). It soon became clear that in- 
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dispensable to a wise national policy 
was the creation of a commission with 
functions and powers comparable to 
those of the Interstate Commerce Com- 
mission in the field of transportation. 
It took the usual time for such a com- 
mission to come into being, and the 
process was step-by-step. Originally 
Congress entrusted its policy to a com- 
mission composed of three Cabinet 
officers. 41 Stat 1063. An agency 
so burdened with other duties was 
naturally found inadequate as the in- 
strument of these important water- 
power policies. And so, in 1930, the 
Commission was reorganized as an 
expert body of five full-time commis- 
sioners. 46 Stat 797, 16 USCA 
§792. These enactments expressed 
general policies and granted broad ad- 
ministrative and investigative power, 
making the Commission the permanent 
disinterested expert agency of Con- 
gress to carry out these policies. Cf. 
41 Stat 1065, as amended, 49 Stat 
839, 16 USC § 797 ; 3 Rep Pres Water 
kesources Policy Comm’n 501 
(1950). 

A principal responsibility of the 
Commission has always been that of 
determining whether private construc- 
tion is consistent with the public in- 
terest. See, eg. S Rep No 180, 
66th Cong, Ist Sess 3. Express pro- 
vision is made to charge the Commis- 


sion with the task of deciding whether 


construction ought to be undertaken 
by the United States itself. 41 Stat 
1067, as amended, 49 Stat 842, 16 
USCA § 800(b). Further, even if pri- 
vate construction is to be allowed, ap- 
proval of private applications requires 
a determination that the proposed proj- 
ect is “best adapted to a comprehensive 
plan” for water resources development. 





41 Stat 1068, as amended, 49 Stat 842, 
16 USCA § 803 (a). Thus, congres- 
sional approval of a comprehensive 
plan can be read, as we think it should 
in this case, simply as saying that a 
plan such as that here, recommended 
by the Corps of Engineers for the 
fullest realization of the potential 
benefits in the river basin, should be 
accepted by the Commission as the 
comprehensive plan to be used in the 
application of these statutory provi- 
sions. That “approval” as such does 
not reserve all projects in the plan for 
public construction is perhaps further 
indicated by the fact that when Con- 
gress has wished to reserve particular 
sites for public construction, it has 
chosen to say so. See 41 Stat 1353, 
45 Stat 1012, 45 Stat 1062. 


Of course it is not for us to intimate 
a preference between private or public 
construction at this site. Nor are we 
even asked to review the propriety of 
the Commission’s determination in this 
case that private construction is “in 
harmony with” the comprehensive plan 
for the Roanoke basin. Re Virginia 
Electric & Power Co. (1951) 87 PUR 
NS 469, 483. We are simply asked 
to decide this question from the Com- 
mission. To conclude that Congress 
has done so by approving a general 
plan for development that may be, and 
in this case was, a plan for long-term 
development, would be to contract, by 
a tenuous chain of inferences, the broad 
standing powers of the Commission. 
Particularly relevant in this regard is 
the estimate that public development at 
this site would not in the normal course 
be undertaken for many years. See 
Examiner’s Decision of March 17, 
1950, R, I, 109. Congress was of 


course aware that, by granting a li- 
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cense to private enterprise, the Federal 
Power Commission would not commit 
the site permanently to private devel- 
opment and preclude all further con- 
gressional action. The Commission 
would, as it did here, simply express 
its judgment that at the time, private 
development of the site was consist- 
ent with the general conception of 
the way in which the Roanoke River 
Basin should be developed. For, at 
any time short of the fifty years in 
which a site automatically becomes 
available to the government without 
compensation, the government may 
determine that the public interest 
makes it more desirable that the 
project be operated publicly and has 
the right then, by appropriate steps, to 
take over the project. 41 Stat 1071, 
as amended, 49 Stat 844, 16 USCA 
$807. The purpose of Congress 


would have to be much more clearly 


manifested to justify us in inferring 
that Congress revoked the Commis- 
sion’s power to decide whether a pri- 
vate license consonant with the general 
scheme of development for this river 
basin ought now to be granted in the 
public interest. 


Our conclusion is in accord with 
the implications of the manifest re- 
luctance of Congress to enter upon 
power projects having no flood control 
or navigational benefits. It cannot be 
said that as unclear a term as “ap- 
proval” was to have settled, for this 
entire river basin, a major controversy 
that has arisen again and again in con- 
nection with legislation authorizing 
public construction of hydroelectric 
projects. The declaration of policy in 
the Flood Control Act of 1936, supra, 
p. 133, puts strong emphasis on the 
flood-control aspects of plans for sites 
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that would also produce power; no 
change in this policy can be read into 
§$ 10 of the Flood Control Act of 1944. 
Cf., e.g., 90 Cong Ree 4126; id, at 
4127. And the sponsor in the House 
of the Fiood Control Act of 1944 stated 
in answer to a question: “. . . 
we have repeatedly stated during the 
debate that no project, reservoir, or 
dam, or other improvement is em- 
braced in this bill unless it is primarily 
for flood control. If power can be de- 
veloped as an incident, or if reclama- 
tion can be provided, they are cared 
for in the bill.” 90 Cong Rec 4199; 
cf. id., at 4202. In the light of this 
history and these specific declarations, 
it strains belief that “approval” of the 
comprehensive plan for the Roanoke 
Basin reserves all projects named in 
the plan for Federal construction when 
the two projects that provided the 
chief flood-control features of the 
plan were the only ones specifically au- 
thorized. 


[4] Subordinate arguments are 
made bearing partly on the power of 
the Commission to issue any license for 
private development and partly on the 
Commission’s exercise of its power in 
granting this license. The arguments 
involve technical engineering and 
economic details which it would serve 
no useful purpose to canvass here. 
Once recognizing, as we do, that the 
Commission was not deprived of its 
power to entertain this application for 
a license, we cannot say, within the 
limited scope of review open to us, 
that the Commission’s findings were 
not warranted. Judgment upon these 
conflicting engineering and economic 
issues is precisely that which the Com- 
mission exists to determine, so long 
as it cannot be said, as it cannot, that 
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the judgment which it exercised had 
no basis in evidence and so was devoid 
of reason. 

At the heart of these arguments is 
the fact that the Roanoke Rapids site 
is, under present estimates, the most 
desirable site for power in the Roanoke 
Basin. For that reason, as petitioners 
argue, removal of the Roanoke Rapids 
site from a government-operated sys- 
tem would result in loss to the Federal 
government of the potential benefits 
of that site and a decrease, but only 
by the amount of the Roanoke Rapids 
profits, in the potential profits of the 
system as a whole. But it has never 
been suggested that such is the crite- 
rion under which the Commission is 
to determine whether a project ought 
to be undertaken by the United States, 
let alone that such considerations could 
demonstrate that Congress withdrew 
the Roanoke Rapids site from the li- 


censing jurisdiction of the Commis- 


sion. If it could be shown that the 
plan could not be executed successively 
without the Roanoke Rapids site, it 
would be arguable that congressional 
approval of the plan presupposed that 
all units of the plan be centrally admin- 
istered. The findings are to the con- 
trary. The Commission has found 


that the proposed private project is 
consistent with the plan contained in 
the Flood Control Act of 1944, Re 
Virginia Electric & Power Co. supra 
(87 PUR NS at 483) ; that there is 
no reason to believe that the “interest 
of the public at large will not be fully 
protected and promoted” by the issu- 
ance of this license, id., 87 PUR NS at 
472; and that there was no showing 
that the Roanoke Rapids site would 
“at any time” be developed by the 
United States. Id., 87 PUR NS at 
483. Further, there is express recog- 
nition of the possibility that the site 
may be benefited by government proj- 
ects in operation and consequently of 
the fact that VEPCO may be required 
to compensate the government for any 
such “headwater benefits” conferred.” 
Id., 87 PUR NS at 477, 478. 

[5] Finally, we do not find merit 
in contention that the Commission 
was required by § 7(b) of the Federal 
Power Act to recommend public con- 
struction of the project. As the re- 
port of the Corps of Engineers does 
not clearly recommend that all proj- 
ects be constructed by the United 
States, the Commission’s concurrence 
in that report cannot provide a basis 
for invoking the provisions of § 7(b). 





7 Thus, whatever benefits may be conferred 
by such government projects as Buggs Island 
on the Roanoke Rapids site will not be lost 
to the United States. The Commission is re- 
quired by § 10(f) of the Federal Power Act, 
41 Stat 1070, as amended, 49 Stat 843, 16 
USCA § 803(f), to determine the charges to 
be paid by the licensee. The parties are in 
dispute over the value of the benefits, but, as 
the Commission said, “The amount of the pay- 
ments for headwater benefits due under the 
Federal Power Act cannot be estimated with 
any degree of accuracy until after the project 
has been placed in operation for such time as 
necessary to demonstrate what actual benefits 
are being conferred.” Re Virginia Electric & 
Power Co. supra (87 PUR NS at 478). We 
do not consider the correct basis for ascertain- 
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ing the amount due to the United States, be- 
cause, as the Commission’s statement indicates, 
the question is not before us in this case. 

8 Section 7(b) of the Federal Power Act 
provides : 

“Whenever, in the judgment of the Com- 
mission, the development of any water re- 
sources for public purposes should be un- 
dertaken by the United States itself, the 
Commission shall not approve any application 
for any project affecting such development, 
but shall cause to be made such examinations, 
surveys, reports, plans, and estimates of the 
cost of the proposed development as it may 
find necessary, and shall submit its findings 
to Congress with such recommendations as it 
may find appropriate concerning such develop- 
ment.” 
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Section 7(b) is a direction to the 
Commission not to approve a private 
application for a project “affecting”’ 
any development of water resources 
which, in the judgment of the Com- 
mission, should be undertaken by the 
United States itself. Petitioners in 
effect ask us to tell the Commission 
what it thought—to say to the Com- 
mission that it was its judgment that 
Roanoke Rapids, as well as all the 
other seven projects in the Roanoke 
plan not yet under consideration, 
should be built by the government. It 
is not clear that the Commission’s con- 
currence in the general plan would have 
been much more than simple approval 
of the location of the dams, the pur- 
poses they would serve, and the en- 
gineering characteristics of the proj- 
ects, even if the report had clearly 
recommended public construction. 
Primary responsibility for the enforce- 


ment of the provisions of §7(b) 
must remain with the Commission; 
we cannot infer a judgment of the 
Commission that it never expressed 
and now specifically disavows. 


For these reasons, we agree with 
the court of appeals that the Commis- 
sion’s order must stand. Whatever 
the merits of the controversy as to 
which agency—the government or a 
private party—should construct this 
project, that question is not within 
our province. We simply decide that 
the jurisdiction of the Federal Power 


Commission to issue licenses for pri- 
vate construction of hydroelectric 
projects in the public interest has not 
been withdrawn by Congress as to the 
Roanoke Rapids site. 


Affirmed. 


Mr. Justice CLARK, concurring: [ 
agree with the majority that the sole 
question before us is whether Congress 
has withdrawn the Roanoke Rapids 
site from the licensing jurisdiction of 
the Commission and that the answer is 
in the negative. But in reaching this 
result weight should be given the ad- 
ministrative interpretation of the 1944 
Flood Control Act both by the Army 
Corps of Engineers and the Federal 
Power Commission. Taken together 
with the fact that Congress was fully 
advised of the Commission’s action 
and the Corps’ agreement with it as 
early as May, 1949, and failed to 
express any disagreement during the 
period of more than two years when 
the application was under considera- 
tion, this administrative interpreta- 
tion seems to me decisive. . 

We are cited to three cases in which 
the Commission with the full approval 
of the Corps of Engineers has licensed 
private developments despite prior 
congressional action adopting and au- 
thorizing public construction as part 
of river basin improvement plans.’ 
While the plans included in _ those 
projects may not have been as com- 





1 License issued to county of Placer, Califor- 
nia, August 8, 1951. Project No. 2021, for 
power plant at debris storage dam on North 
Fork, American river, constructed pursuant to 
authorization in River and Harbor Act of 
August 30, 1935 (49 Stat 1028, 1038), as recom- 
mended in House Rivers and Harbors Commit- 
tee Document No 50, 74th Congress. License 
issued to St. Anthony Falls Water Power Co., 
August 31, 1951, Project No. 2056, to use 
water from United States navigation dam at 
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St. Anthony Falls, Minnesota, authorized in 
the River and Harbor Act of 1937 (50 Stat 
844, 848), as recommended in House Rivers and 
Harbors Committee Document No. 34, 75th 
Congress. Two licenses issued in 1934 and 
1936 to Kanawha Valley Power Co. Projects 
Nos. 1175 and 1290, for three power plants at 
navigation dams on Kanawha river, West Vir- 
ginia, authorized in River and Harbor Act of 
1930 (46 Stat 918, 928) as recommended in 
HR Doc No 190, 70th Cong, Ist Sess. 
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prehensive as The Roanoke River 
Basin Plan, each had been approved 
by acts of Congress using language 
similar to that in § 10 of the Flood 
Control Act of 1944. With this as 
background, a colloquy between Colo- 
nel Gee of the Corps of Engineers and 
the House Flood Control Committee 
on May 16, 1949, gains significance. 
Colonel Gee mentioned VEPCO’s then 
pending application and stated that the 
Corps had not regarded the 1944 ap- 
proval as precluding such private li- 
censing.* I would affirm on the basis 


of this administrative interpretation 
by two agencies charged by Congress 
with direct flood control and power li- 
censing responsibilities. 


Mr. Justice DouGLas, with whom 
The Chief Justice and Mr. Justice 
Black concur, dissenting : 

Roanoke Rapids is a power site 
belonging to the Federal government 
and now surrendered to private power 
interests under circumstances that de- 
mand a dissent. 

Roanoke Rapids is a part of the 
public domain, 

(1) The Roanoke is a navigable 
stream over which Congress has 
complete control for purposes ot 
navigation, flood control, watershed 
development, and the generation of 
electric power. United States v. Ap- 
palachian Electric Power Co. (1940) 


311 US 377, 426, 85 L ed 243, 36 
PUR NS 129, 61 S Ct 291; Oklahoma 
ex rel. Phillips v. Atkinson (Guy F.) 
Co. (1941) 313 US 508, 525, 85 
L ed 1487, 1500, 61 S Ct 1050. 

(2) The water power inherent in 
the flow of a navigable stream belongs 
to the Federal government. United 
States v. Appalachian [Electric Power 
Co. supra (311 US p. 424). 

(3) The dam sites on this naviga- 
ble stream are public property. The 
technical title to the bed of the stream 
may be in private hands. but those 
private interests have no compensable 
interest as against the control of the 
Federal government. United States 
v. Chicago, M. St. P. & P. R. Co. 
(1941) 312 US 592, 596, 597, 85 
L ed 1064, 1069, 1070, 61 S Ct 772; 
United States v. Commodore Park 
(1945) 324 US 386, 390, 89 L ed 
1017, 1020, 65 S Ct 803. 

This is familiar law that empha- 
sizes the public nature of the project 
which the court now allows to be 
used for the aggrandizement of private 
power interests. This project is as 
much in the public domain as any of 
our national forests or national parks. 
It deals with assets belonging to all 
the people. 

These facts must be kept in mind 
in reading § 10 of the Flood Control 
Act of 1944, 58 Stat 887, 891.1 From 











2“Mr. Angell. Is the Federal government 
at the present time planning to develop any of 
those dams on the lower part of the river 
which are devoted exclusively to power pro- 
duction ? 

“Colonel Gee. No, sir. They have the same 
status in this basin plan as the eight remaining 
projects. They are part of the approved plan. 
Their being in that plan certainly is no bar to 
a private utility company coming in and seeking 
to develop one of these projects. 

“Mr. Angell. And that is what is being 
done now. 


“Colonel Gee. That is being done now at 
Roanoke Rapids, sir.” Hearings before the 
Committee on Public Works, HR 5472, Tit 
II, 81st Cong Ist Sess 144. 

1Section 10 of the Flood Control Act of 
1944 reads in pertinent part as follows: “That 
the following works of improvement for the 
benefit of navigation and the control of de- 
structive flood waters and other purposes are 
hereby adopted and authorized in the interest 
of the national security and with a view toward 
providing an adequate reservoir of useful and 
worthy public works for the postwar construc- 
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that starting point I think it only 
fair to conclude (1) that if Congress 
undertook to remove this project from 
the public domain, it would make its 
purpose plain ; and (2) that when Con- 
gress approved the project it meant to 
reserve it for the public good, not to 
make it available to private interests 
to exploit for their own profit. 

Section 10 “adopted and author- 
ized” the development of the Roanoke 
River Basin “in the interest of the 
national security and with a view 
toward providing an adequate reser- 
voir of useful and worthy public 
works for the postwar construction 
program.” The words “public works” 
certainly connote public not private 
construction. 

Section 10 further provided that the 
projects which are “adopted and au- 
thorized” are “to be prosecuted under 
the direction of the Secretary of War 
and supervision of the Chief of En- 
gineers.”’ That language also suggests 
public projects, not private undertak- 
ings. 

Section 10 also provided that these 
projects “shall be initiated as expedi- 
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tiously and prosecuted as vigorously 
as may be consistent with budgetary 
requirements.” Plainly Congress was 
concerned with the “budgetary require- 
ments” of the Federal government, not 
with the budgetary requirements of 
private power companies. Section 10, 
after approving the general plan for 
the comprehensive development of the 
Roanoke River Basin, authorizes the 
construction of the Buggs Island 
reservoir on the Roanoke river and 
the Philpott reservoir on the Smith 
river. 

This act, passed before the end of 
World War II, was designed to serve 
a postwar need. It was drawn so 
as to provide a backlog of public works 
projects which would take up the 
slack of unemployment expected at the 
war’s end. Congressman Whitting- 
ton, in charge of the bill in the House, 
made the following significant state- 
ment concerning this objective, 90 
Cong Rec 4122: 

“We recall the depression following 
World War No. 1. We are appre- 
hensive of another debacle following 
the present war. It is difficult to arm. 





tion program, to be prosecuted under the direc- 
tion of the Secretary of War and supervision 
of the Chief of Engineers in accordance with 
the plans in the respective reports hereinafter 
designated and subject to the conditions set 
forth therein: Provided, That the necessary 
plans, specifications, and preliminary work may 
be prosecuted on any project authorized in this 
act to be constructed by the War Department 
during the war, with funds from appropriations 
heretofore or hereafter made for flood control, 
so as to be ready for rapid inauguration of a 
postwar program of construction: Provided 
further, That when the existing critical situ- 
ation with respect to materials, equipment, and 
man-power no longer exists, and in any event 
not later than immediately following the cessa- 
tion of hostilities in the present war, the proj- 
ects herein shall be initiated as expeditiously 
and prosecuted as vigorously as may be con- 
sistent with budgetary requirements: And pro- 
vided further, That penstocks and other sim- 
ilar facilities adapted to possible future use in 


the development of hydroelectric power shall 
be installed in any dam authorized in this act 
for construction by the War Department when 
approved by the Secretary of War on the 
recommendation of the Chief of Engineers 
and the Federal Power Commission. 


“ROANOKE RIver BASIN 

“The general plan for the comprehensive 
development of the Roanoke River Basin for 
flood control and other purposes recommended 
by the Chief of Engineers in House Document 
Numbered 650, Seventy-eighth Congress, sec- 
ond session, is approved and the construction 
of the Buggs Island reservoir on the Roanoke 
river in Virginia and North Carolina, and 
the Philpott reservoir on the Smith river in 
Virginia, are hereby authorized substantially 
in accordance with the recommendations of the 
Chief of Engineers in that report at an esti- 
mated cost of $36,140,000.” 
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It is more difficult to disarm. Post- 
war unemployment will be a major 
national problem. While we are de- 
fending our freedom and our way of 
life, we must not fail to take stock 
of the problem of unemployment which 
we must face when the war is over. 
“We must profit by the experience 
of 1920. We must profit by the ex- 
perience of 1930. A reservoir of proj- 
ects must be adopted. Backlogs should 
be provided and they should be real 
backlogs. Many wasteful and extrava- 
gant activities to provide employment 


were adopted in 1933. Haste and 
speed were imperative. There was 
hunger in the land. Unemployment 


was widespread. There must be no 
repetition of waste and extravagance. 
There are Federal activities and there 
are public works that will promote the 
general welfare.” 

This statement highlights the mean- 
ing of “public works” as used in § 10; 
it discloses an important reason for 
lodging the program with public of- 
ficials ; it emphasizes the occasion for 
referring to the budgetary require- 
ments of the Federal government and 
the importance of linking flood con- 
trol with postwar unemployment prob- 
lems. 

The argument that when Congress 
by § 10 of the act “adopted and au- 
thorized” the “following works of im- 
provement,” it “adopted and author- 


ized” only the Buggs Island and Phil- 
pott reservoirs involves an invented 
distinction between “works of im- 
provement” and “general plans for 
development”—a distinction without 
any rational basis. The “works of 
improvement” which are “adopted and 
authorized” by § 10 are 38 in number. 
Some of these are described in the sub- 
headings as “projects” that are “au- 
thorized,” some as “plans of improve- 
ment” that are “approved” and “au- 
thorized,” some as “general plans” 
for the comprehensive development of 
river basins that are “approved’’ to- 
gether with the “construction” of spe- 
cific projects that are “authorized.” 
This makes plain that “works of im- 
provement” which are “adopted and 
authorized” by § 10 include a variety 
of undertakings, not merely works of 
construction which are first steps in 
general comprehensive plans _ being 
adopted and authorized. 

From this it seems almost too plain 
for argument that Congress, in approv- 
ing the plan for the development of the 
Roanoke River Basin, was setting it 
aside for Federal development, the 
several public works projects under the 
plan to be authorized as, if, and when 
conditions warranted them and budg- 
etary requirements permitted? In 
this setting “approval” by Congress 
meant a dedication of the projects for 
public development.® 





2Congressman Curtis, one of the House 
conferees, explained the same language in § 9 
of the act whereby Congress “approved” com- 
prehensive plans for the development of the 
Missouri River Basin (90 Cong Rec 9284): 

“It means that Congress has approved the 
general plans of the engineers, and it means 
that these plans are authorized by law and are, 
therefore, eligible for future appropriations. 
Without such an authorization, no appropria- 
tion can be had.” 

3 The interpretations placed on the act by 
the Army Corps of Engineers are entitled to no 


[10] 
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weight. The Corps of Engineers is not an 
administrative agency charged with the re- 
sponsibility of deciding issues of policy. Its 
powers are limited to the making of investi- 
gations and the preparation and submission of 
recommendations and reports based on engi- 
neering considerations. See, for example, § 1 
(a) of the act of December 22, 1944, 58 Stat 
887, adopting and authorizing the Roanoke 
River Basin plan; 33 USCA § 701-1(a). Con- 
gress alone makes policy decisions affecting 
the public domain. 
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If that view is not taken, then why 
did Congress call these projects ‘“‘pub- 
lic works”? If these projects were 
destined for development by private 
power interests, why did Congress 
place their construction under the 
Secretary of War and the Chief 
of Engineers? If Congress left this 
part of the public domain for exploita- 
tion by private power groups, why did 
it gear them to the employment re- 
quirements of the postwar period 
and the budgetary requirements of the 
Federal government? Approval of the 
projects by Congress under these 
various terms and conditions can only 
mean one thing—that Congress gave 
its sanction to their development as 
public projects. 

To be sure, Congress in the Fed- 
eral Power Act left part of the pub- 
lic domain to be exploited by private 
interests, if the Federal Power Com- 
mission so orders. But the action 
relative to the Roanoke River Basin 
was action by Congress without ref- 
erence to the Federal Power Com- 
mission. Its action was not made 
dependent on the approval of the 
Federal Power Commission. The 
act in no way links the Roanoke 
River Basin program to the Com- 
mission. To the contrary, the Com- 
gress undertook to authorize spe- 
cific projects under the plan, plainly 
suggesting that these were public 
projects whose authorization was in 
no way dependent on Commission 
action. 

The true character of this raid on the 
public domain is seen when Roanoke 
Rapids is viewed in relation to the oth- 
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er projects in the comprehensive plan. 
Roanoke Rapids is the farthest down- 
stream of the 11 units in the plan. 
Upstream from Roanoke Rapids is 
Buggs Island (now under construction 
with Federal funds) with an ultimate 
installed capacity of 204,000 kilowatts 
and a controlled reservoir capacity of 
over 2,500,000 acre-feet. Roanoke 
Rapids is indeed the powerhouse of the 
Buggs Island reservoir. That reser- 
voir increases the dependable capacity 
of Roanoke Rapids from 4 hours dur- 
ing the peak month of December to 288 
hours in the same peak month. Buggs 
Island contributes 70,000,000 kilowatt 
hours to the Roanoke Rapids project. 
This is on-peak energy, firm energy 
made dependable by the storage in the 
Buggs Island reservoir. There is evi- 
dence that this energy will have a value 
in excess of $700,000 a year.* 

That $700,000 of value is created by 
the taxpayers of this country. Though 
it derives from the investment of Fed- 
eral funds, it will now be appropri- 
ated by private power groups for their 
own benefit. The master plan now 
becomes clear: the Federal govern- 
ment will put up the auxiliary units— 
the unprofitable ones; and the private 
power interests will take the plums— 
the choice ones. 

There is not a word in the act 
which allows such an unconscionable 
appropriation of the public domain by 
private interests. To infer that Con- 
gress sanctioned such a scheme is to 
assume it was utterly reckless with the 
public domain. I would assume that 





4 Even the evidence submitted by the private 
power company applicant belies the Commis- 
sion’s figure of $250,000 (see Re Virginia Elec- 
tric & Power Co. (1951) 87 PUR NS 469, 477, 
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478) and places the value in excess of $700,- 
000. The Commission’s figure of $250,000 is 
indubitably a plain error. 
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Congress was a faithful trustee, that projects is dedicated to the good of all 
what it approved as “public works’ the people. 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Lynn Gas & Electric Company 


D.P.U. 10056, 10057 
February 24, 1953 


NVESTIGATION of proposed rate increase of gas and elec- 
tric company; proposed rates approved in part and new 
rates prescribed. 


Return, § 71 — Combined utility — Separate departments. 
1. The Department, in passing upon a gas and electric company’s proposal 
to increase electric rates and decrease some gas rates, must analyze the pro- 
posals for each department separately, since each department of a combined 
company should carry its own weight, or at least one class of consumers 
should not be made to bear more than its share of the burden of the company 
as a whole, p. 148. 


Return, § 26 — Cost of capital — Short-term notes. 

2. Short-term notes should not be included in a gas and electric corporation’s 
permanent capital for the purpose of determining cost of capital for rate- 
making purposes where they cover money borrowed to replace cash working 
capital funds used to finance conversion of customers’ appliances in anticipa- 
tion of the advent of natural gas, and where the company is charging cus- 
tomers to amortize the amount borrowed from the cash working capital on a 
10-year basis, p. 149. 


Return, § 83 — Gas and electric company. 
3. A return of 6.19 per cent was considered the maximum for a gas and 
electric company having a debt ratio of about 27.3 per cent, where it was 
found that the company must earn 7.36 per cent on its equity securities in 
order to pay out 75 per cent of net earnings as dividends adequate to yield 
about 5.52 per cent on the par value of its securities plus paid-in premium, 
p. 149. 

Valuation, § 293 — Working capital allowance — Cost of gas purchased. 
4. The cost of purchased gas must be deducted from the working capital 
allowance of a gas and electric company where the amounts paid by the 
company for natural gas are payable in arrears twenty days after billing, 
during which period it collects from its customers for some of the gas so 
purchased, p. 151. 

Valuation, § 299.1 — Working capital allowance — Tax accruals. 
5. No cash working capital allowance was made for a gas and electric 
company where the amount of the tax reserve exceeded the amount of cash 
required for working capital, p. 151. 
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Return, § 83 — Gas and electric company — Electric department. 
6. A gas and electric company was held to be entitled to an electric rate 
increase where existing rates were yielding a return of about 5.77 per cent, 
although it was deemed unnecessary to increase rates to yield a return of 


6.89 per cent, p. 154. 


Discrimination, § 67 — Gas and electric company — Inadequacy of street lighting 


rates. 


7. A gas and electric company seeking authority to increase rates should 
renegotiate its street lighting contracts so that they will more nearly reflect 
current costs where the company’s return on this service is inadequate, 


p. 154, 


APPEARANCES: John L. Hannan, 
for Lynn Gas and Electric Company ; 
Edward N. Gadsby, Counsel, for De- 
partment. 


By the DEPARTMENT: Lynn Gas 
and Electric Company filed on April 
16th, to become effective May 1, 1952, 
new schedules of rates for both gas 
and electricity. M.D.P.U. Nos. 139 
to 143, inclusive, provided for in- 
creased rates for practically all classes 
of electric customers, and their appli- 
cation was suspended until March 1, 
1953, unless otherwise ordered. M. 
D.P.U. Nos. 136, 137, and 138 pro- 
vided for certain modifications in rates 
for gas. Since Nos. 137 and 138 pro- 
posed decreases in rates, they were 
permitted to become effective as stated, 
and the application of M.D.P.U. No. 
136 alone was suspended. Subsequent- 
ly, on December 8, 1952, this sus- 
pension was lifted on the Department’s 
own motion, and these rates also were 
permitted to become effective, but 
without prejudice to the pending in- 
vestigation which had theretofore been 
ordered. Consolidated hearings on 
the investigations into both the pro- 
posed gas and the proposed electric 
rates were held in Lynn on July 1, 
1952, and in Boston on September 10, 
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September 11, November 25, and De- 
cember 9, 1952. 

Lynn Gas and Electric Company, as 
its name indicates, does a combined 
gas and electric business in Lynn, 
Swampscott, Saugus, and Nahant, and 
a gas business only in Marblehead, 
Lynnfield, and a part of Peabody. As 
of December 31, 1951, it served gas to 
44,738 customers’ meters and elec- 
tricity to 45,531 meters. Its balance 
sheet as of September 31, 1952, 
showed the following capital structure 
and related entries: 


$4,095,000.00 
6,149,731.25 
500,000.00 
4,100,000.00 
1,030,000.00 
2,025,763.74 
1,363,853.69 


Common stock 

MII Sect ge cras os Gosia. Sune w aan 
22% notes due 2/1/58 

34% notes due 4/1/71 
Short-term notes payable ...... 
Surplus invested in plant 

Profit and loss 


From 1936 to September, 1951, re- 
spondent paid dividends on its com- 
mon stock at $1.25 a share quarterly 
or its equivalent on the new par value. 
From December, 1951, to the dates of 
the hearings, it was paying the equiv- 
alent of one dollar a share. 

[1] Respondent was last before us 
in proceedings of this nature in 1947, 
when it sought and obtained approval 
of certain increases in its rates for gas 
and decreases in electric rates. Cir- 
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cumstances have, ironically enough, 
changed in the meantime so that its 
present proposals contemplate de- 
creases in gas and increases in electric 
rates. We pointed out in our order 
in the 1947 proceedings that each De- 
partment of a combination company 
should carry its own weight, or at 
least that one class of consumers is not 
to be made to bear more than its share 
of the burden of the company as a 
whole. Re Lynn Gas & E. Co. (1947) 
70 PUR NS 22. Even more clearly 
was this our rationale in Re Nan- 
tucket Gas & E. Co. D.P.U. 9785. 
Accordingly, it is necessary for us to 
analyze respondent’s proposals for 


each Department separately. 


Necessary Rate of Return 


[2,3] One of the most difficult 
problems in the regulatory field is to 
determine what is a fair and reason- 
able return to be allowed to a given 
utility upon its utility property re- 
gardless of how the amount of that 
property may be determined. Re New 
England Teleph. & Teleg. Co. (1949) 
83 PUR NS 238. This difficulty has 
been aggravated by the situation re- 
sulting from the decision in the Hope 
Natural Gas Case (1944) 320 US 
591, 88 L ed 333, 51 PUR NS 193, 
64 S Ct 281. Respondent’s expert 
here testified that, in order to main- 
tain its financial integrity, respondent 
should realize at the very minimum a 
net of 8 per cent on its equity capital, 
which he defines as the “net worth” 
of the company, or $982,000 a year 
after interest charges of $175,350. On 
the other hand, equity securities of 
gas distribution companies generally 
are sold on the present market to yield 
about 5.2 per cent. New utility com- 
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mon stock offerings during a recent 
period have been sold at a ratio of 
earnings to price of from 6.5 per cent 
to 8.4 per cent. Respondent’s stock- 
holders have paid, on the average, 
about $25 a share for its presently out- 
standing $10 par value stock, and have 
reinvested in plant surplus amounting 
to about $4 per share in addition. This 
stock which sold (on an adjusted ba- 
sis) for a high of 408 and a low of 363 
in 1947 was sold at a high of 294 and 
a low of 253 in 1952. 


Respondent carried $1,030,000 in 
notes payable on its balance sheet as 
of December 31, 1951, all of which 
was borrowed in 1951, and which 
amount was still outstanding on Sep- 
tember 30, 1952. When it converted 
its customers’ appliances to high stu 
gas in 1950 and 1951 in anticipation 
of the advent of natural gas, it spent 
$1,198,880 from its working cash. 
This amount it is amortizing on a 10- 
year basis, and is thus charging to its 
customers the amount of $119,888 a 
year in Account G659, Maintenance 
of Consumer’s Installations, which is 
credited against Unadjusted Debits. 
3ut the company does not admit that 
its short-term notes ought to be re- 
tired out of the cash so received, even 
though the excess of its current assets 
over current liabilities on September 
30, 1952, had reached the handsome 
total of $1,512,000, nor that the cus- 
tomers are entitled to be relieved of 
paying interest on the short-term notes 
as the debit is so amortized. Respond- 
ent did not adopt the simple refunding 
note plan used by other companies un- 
der similar circumstances. But we 
fail to see any difference between bor- 
rowing for a specific purpose and bor- 
rowing to replace cash used for that 
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purpose, and we believe its short-term 
notes ought to be paid out of conver- 
sion amortization credits. Conse- 
quently, we believe we are justified in 
concluding that the short-term notes 
are no part of respondent’s permanent 
capital. 

Respondent’s long-term debt capital 
amounts to $4,600,000 on which it 
pays an average interest rate of 3.084 
per cent. Its debt ratio, i.e., the per 
cent of permanent debt to all per- 
manent securities is about 27.3 per 
cent. The question is: What earnings 
must we allow on its plant investment 
so that the price of its existing securi- 
ties will reflect investor confidence in 
its financial security and so that its 
credit is maintained? Respondent’s 
expert gave his opinion as a man of 
long experience in the utility security 
market, but made no attempt to relate 
his opinion to any concrete standard. 
He ignored what has come to be the 
classical approach of the cost of money, 
and, in doing so, gave an opinion as 
to reasonable return which it is the 
duty of the Department to determine 
as an ultimate conclusion on the basis 
of the evidence before it. We have no 
doubt but that he is entitled to his 
opinion, and that his opinion is entitled 
to respect. Nevertheless, we must ar- 
rive at our own opinion on the basis 
of the evidence before us. 


The stock of the Lynn Company 
sold in 1952 at a range from 25} to 
294. We believe that a proper value 
for the stock is $29, at which price it 
would show a yield under the $1.60 
dividend of about 5.52 per cent. Upon 
considering all of the evidence here be- 
fore us, we conclude and find that re- 
spondent must pay dividends adequate 


- 
- 


to yield about 5.52 per cent on the par 


value of its securities plus paid-in pre- 
mium in order to enable it to market 
its securities and maintain its credit, 
The average dividend payout for a 
large number of electric utilities ap- 
pears as 75 per cent. The arithmetical 
average of the dividend payouts of 
twenty-six retail gas distributors in 
1952 was about 72 per cent. We be- 
lieve and so find that respondent 
should not pay out more than 75 per 
cent of its net earnings as dividends. 
Accordingly, it must earn 7.36 per 
cent on its equity securities in order 
for it to pay dividends in the amount 
we have found necessary. 

On the basis, then, of its present 
capital structure, the requisite com- 
posite return on respondent’s invested 
funds would be computed as follows: 


27.3 per cent debt 

X 3.084% return = .84 per cent 
72.7 per cent equity 

X 7.36 % return = 5.35 per cent 


... 6.19 per cent 


Composite return ...... 


In using this figure, however, we 
are reminded that we have looked in 
the past somewhat askance at a debt 
ratio such as is shown here. Of 
course, respondent is an independent 
operating company, contrary to the 
situation in the Cambridge Electric 
Light Case (1952) 96 PUR NS 77, 
and does not face immediate recapi- 
talization as was the case in Re New 
England Teleph. & Teleg. Co. (1949) 
83 PUR NS 238. On a 50 per cent 
debt ratio, respondent’s composite re- 
turn would be about 5.22 per cent, as- 
suming, contrary to probability, that 
the same return would then be de- 
manded on equity securities. It seems 
to us that future securities would 
doubtless be issued in the form of debt, 
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and respondent's officers so testified. 
We feel, therefore, that the 6.19 per 
cent which we have found should be 
considered as a maximum in consider- 
ing the necessary reasonable return 


Gas Department 


Respondent was first supplied with 
natural gas late in 1951 and has been 
furnishing natural gas exclusively to 
its customers since March, 1952. It 
was supplying a gas containing about 
75 per cent natural gas by January Ist, 
but continued to manufacture 25 per 
cent of its gas until March. After 
correcting its 1952 results, partly esti- 
mated, to reflect a normal peak de- 
mand for natural gas, current ex- 
penses, and a full year’s operations un- 
der the new rates, it showed a net gas 
operating income before interest of 
$255,951. While we do not agree 
with the allocation of interest expense 
used by the respondent, it is unneces- 
sary for us to modify its earnings 
statements in this respect, since the 
amount of earnings available for divi- 
dends is of significance only on a com- 
pany-wide basis. - That respondent 
will actually realize net income of this 
amount from the proposed rates is 
open to considerable doubt. The es- 
timate was arrived at by using the 
rates imposed by its supplier prior to 
April, 1952. At that time, respond- 
ent’s operating costs were materially 
increased through the taking effect of 
increased purchase price of gas under 
bond in accordance with the Natural 
Gas Act. The increased purchase 
price has been found by the Federal 
Power Commission to be justified and 
is presently permanently in effect. 
F.P.C. Docket G—1814, order dated 
February 12, 1952. Respondent’s 
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estimated results will be materially ad- 
versely affected thereby. 

Among the estimated expenses re- 
spondent uses in its pro forma com- 
putations is depreciation on gas plant 
at the rate of 2 per cent per annum 
as contrasted with the 13 per cent fig- 
ure previously used. When it aban- 
doned its coal gas plant in 1949, it 
charged against its accrued deprecia- 
tion reserve the entire amount of its 
investment in such plant, including the 
undepreciated portion thereof, com- 
puted on a unit basis. As a conse- 
quence, its present depreciation re- 
serve allocable to gas properties is 
about 24 per cent of its book invest- 
ment. The electric department, on the 
other hand, shows a similar figure of 
about 32.4 per cent. Its management 
testified that it was its policy to main- 
tain such reserves at about 28 per cent, 
and consequently that it wished to in- 
crease its gas depreciation expense ac- 
cordingly. We consider this course 
of action to be conservative and real- 
istic, and will recognize the resultant 
increased expense. 

Respondent’s balance sheet as of 
September 30, 1952, showed a gross 
investment in gas production and dis- 
tribution property of $7,760,097. 
After crediting accrued depreciation of 
$1,983,922, its net plant investment 
in such property appears as $5,776,- 
175. 

[4, 5] Forty-five days’ expenses of 
respondent in its gas division, exclu- 
sive of taxes and depreciation, on the 
basis of the nine months ending Sep- 
tember 30, 1952, amount to $207,547. 
Re Boston Consolidated Gas Co. 
D.P.U. 9445. However, in order to 
arrive at a proper figure for working 
capital, there must be deducted from 
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this figure the cost of purchased gas 
and to investigate the amount collected 
from its customers for taxes but not 
paid until a later date. (Re Western 
Massachusetts Electric Co. D.P.U. 
9658; Re Cambridge Electric Light 
Co. [1952] 96 PUR NS 77.) Under 
the contract with its supplier on file 
with the Department, the amounts paid 
by respondent for natural gas are pay- 
able in arrears twenty days after bill- 
ing; during which period respondent 
is, of course, collecting from its cus- 
tomers for some of the gas so pur- 
chased. On this basis, its necessary 
cash working capital would be about 
$150,000. As against this, however, 
it showed an average tax reserve on 
hand for the twelve months ending 
July 31, 1952, for the entire company 
of $840,744. Apportioning this as 


between departments on the basis of 
their respective taxes for the nine 


months ending September 30, 1952, 
results in an allocation to the gas de- 
partment of $300,000, which is sub- 
stantially in excess of the amount of 
cash required for working capital. 
Accordingly, no allowance is made in 
establishing the rate base for the 
gas department for cash working capi- 
tal. 

There is no allocation presented of 
the materials and supplies on hand as 
of September 30, 1952, in the amount 
of $670,178. However, respondent’s 
cost analyst assigned 42.8 per cent of 
this account to the gas department, on 
which basis we should allow $286,800 
in the rate base for this purpose. 

ffter the foregoing adjustments, 
we conclude and so find that respond- 
ent had prudently invested in gas util- 
ity production and distribution facili- 
ties as of the latest available date, the 
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amount of $6,062,975, which we find 
to be the proper rate base for use in 
this portion of our consideration. A 
net income of $255,951 represents a 
return of 4.22 per cent in such rate 
base. This is substantially less than 
the 6.19 per cent return which we have 
found not to be unreasonable. The 
records show that the year 1952 in- 
dicated that the degree day units were 
substantially below the 48-year aver- 
age. Under normal degree day condi- 
tions, respondent’s earnings should 
show some improvement. However, 
we are convinced that even such im- 
provement will not result in excessive 
earnings. We believe we must find on 
the evidence that the rates and charges 
for gas as shown in _ respondent's 
M.D.P.U. Nos. 136, 137, and 138 are 
designed to realize no more than a 
reasonable return on the property de- 
voted to the public use. 

The rates for gas stated in M.D. 
P.U. No. 137—Schedule K—Building 
Heating Rate and M.D.P.U. No. 138 
—Schedule M—Commercial and In- 
dustrial Gas Rate, representing reduc- 
tions in annual gross revenues amount- 
ing to $71,492, were, as has been 
stated, not suspended, were not includ- 
ed in the departmental order of investi- 
gation, and are strictly speaking no 
part of this case. It is enough to say 
in this order that we find no reasonable 
ground of criticism of these schedules. 
By separate order in D.P.U. 10068, 
the general investigation by the De- 
partment into respondent’s ras rates 
is being closed. The proceedings in 
D.P.U. 10068 were not consolidated 
with the instant proceedings, but cer- 
tainly enough has been shown in the 
instant hearings to make it unneces- 
sary to proceed further. Respond- 
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ent’s M.D.P.U. No. 136—Schedule J 
—Domestic Gas Rate is now properly 
before us, though its original suspen- 
sion was later lifted. It affects about 
40,100 customers, or over 95 per cent 
of respondent’s total gas consumers, 
who used about 68.3 per cent of its 
total output and pay 75.6 per cent of its 
gross income. Its principal effect, as 
compared with the prior rates, is to 
increase the cost of the first 100 cubic 
feet of gas from $1.22 (including the 
related fuel surcharge) to $1.50. All 
customers using less than 900 cubic 
feet a month are paying increases rang- 
ing from 28 cents at 100 cubic feet to 
3 cents at 800 cubic feet. Bills to cus- 
tomers using 1,000 cubic feet and over 
a month are receiving benefit of de- 
creases ranging from 4 cents at 1,000 
cubic feet to $17.14 at 50,000 cubic 
feet. Consumers using 900 cubic feet 
or less comprise about 25,300 out of 
the total of 43,000, or about 64.5 per 
cent. The average use for all domestic 
consumers is about 1,300 cubic feet. 
The total effect is to decrease re- 
spondent’s gross revenues from this 
class of customers by an estimated 
$49,521. 

Again, as in Re Lynn Gas & E. Co. 
(1947) 70 PUR NS 22, we have been 
presented with a cost analysis to jus- 
tify the rates proposed. According to 
this analysis, it costs the respondent 
the amount of $1.38 per customer per 
month on an out-of-pocket cost of 
service basis. Thus, all customers us- 
ing less than about 350 cubic feet a 
month were, on the basis of these fig- 
ures, being served at less than cost. 
Under M.D.P.U. No. 136, no one is 
being served at less than such out-of- 
pocket cost. In figures presented by 
our own engineer estimates of fixed 
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costs are substantially higher. How- 
ever, as he finally concluded, the dis- 
parity between revenues and costs is 
substantially less under the M.D.P.U. 
No. 136 rates than it was previous- 
ly 

Respondent is in a peculiarly favor- 
able position under the rates as pres- 
ently quoted for natural gas by its 
supplier, in that it has its own elec- 
tric generating plant to which it can 
sell off-peak gas for underfiring pur- 
poses at a mutually profitable rate. 
Even so, the characteristics of the 
house-heating load are such that the 
cost of supplying gas for house heating 
will require particular consideration 
and determination when the load 
reaches substantial proportions. An 
exhibit introduced by the Department 
shows that a house-heating saturation 
of 20 per cent would increase the out- 
put by 114 per cent but would increase 
the peak of the demand by 283 per cent. 
The resulting lowering of the load 
factor corresponds to an increase of 
58 per cent in the rate under which 
natural gas is supplied to the com- 
pany. Although it is not likely that 
a 20 per cent house-heating saturation 
is an immediate prospect, it is appar- 
ent that when it is approached it will 
become necessary to make a deter- 
mination of the cost of supplying the 
house-heating load to assure that it 
pays its own way and so imposes no 
burden on other domestic rates or on 
the cost of gas supplied for other do- 
mestic uses. 

As the result of the foregoing find- 
ings, we conclude that the rates and 
charges for gas contained in M.D.P.U. 
No. 136 as filed by respondent are fair 
and equitable and should be permitted 
to remain in effect. 
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Electric Department 

[6,7] Respondent’s electric depart- 
ment operating reports for the year 
1951 show that this department had 
net operating income of $594,479. 
For the nine months ending September 
30, 1952, this figure was $474,034 
as compared with $430,612 for the 
same period in 1951. Respondent 
estimated that its operations for 1952 
would result in a comparable figure of 
$590,605. However, this figure was 
made up relatively early in the year, 
and there is no reason to suppose that 
the last quarter in 1952 would be any 
less favorable than the last quarter 
of 1951. If the figures for September 
30th are extended for the full year 
1952 on the same basis as appears for 
1951, respondent would show a net 
income before interest of about $638,- 
000, which we believe represents a 
more accurate estimate of its 1952 
results. 

The balance sheet as of September 
30, 1952, shows a gross investment 
in electric utility operating plant of 
$16,033,186, which is subject to ac- 
crued depreciation of $5,351,333, leav- 
ing a net plant account of $10,681,853. 
For the same reasons as are applicable 
to the claim of the respondent as to its 
gas department, we believe that it is 
improper to include in the rate base 
any provisions for cash working capi- 
tal. However, the amount of net 
plant should be increased to include 
that portion of the necessary materials 
and supplies allocable to the electric 
department, which we find to be $383,- 
400. Accordingly, we find that re- 
spondent had prudently invested in 
electric utility production and distribu- 
tion facilities as of the latest available 
date the amount of $11,065,253, which 
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we find to be the proper rate base for 
use in this portion of our considera- 
tion. A net income of $638,000 repre- 
sents a return of about 5.77 per cent 
on such rate base. We conclude that 
respondent is entitled to some relief 
by way of increased rates for elec- 
tricity. 

Respondent indicates that the pro- 
posed new schedules will increase its 
net operating income before interest by 
the amount of about $124,000. On 
the basis of 1952 estimated earnings, 
as modified herein, such an increase 
would result in a pro forma net operat- 
ing income of $762,000. This repre- 
sents a return of about 6.89 per cent 
on the rate base we have found. We 
do not believe that such a rate of return 
is necessary in order to meet the calls 
of the Hope Natural Gas Case (1944) 
320 US 591, 88 L ed 333, 51 PUR 
NS 193, 64 S Ct 281, or of the deci- 
sions of our own courts. Lowell Gas 
Co. v. Department of Public Utilities 
(1949) 324 Mass 80, 78 PUR NS 
506, 84 NE2d 811; New England 
Teleph. & Teleg. Co. v. Department 
of Public Utilities (1951) 327 Mass 
81, 88 PUR NS 73, 97 NE2d 509; 
Boston Consolidated Gas Co. v. De- 
partment of Public Utilities (1951) 
327 Mass 103, 90 PUR NS 259, 97 
NE2d 521. We believe and find that 
a net operating income from its elec- 
tric department of $685,000 would 
enable respondent to market its securi- 
ties, would adequately maintain its 
credit and represents a fair return 
upon its investment in electric utility 
property. To realize such net income 
would require an increase in gross 
annual operating revenues of $103,000 
as compared with the amount of $258, 
322 under the schedules under inves- 
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tigation. We may say that here, as 
in the Cambridge Electric Light Co. 
Case (1952) 96 PUR NS 77, we are 
influenced to some extent in holding 
respondent’s earnings at what might 
be considered a modest level of reason- 
ableness by the facts surrounding its 
street lighting rates. Street lighting 
service is now being rendered under 
rates established in 1945. This serv- 
ice includes furnishing and servicing 
of lights, poles, etc.. Respondent had 
a book investment before depreciation 
in such special facilities as of Decem- 
ber 31, 1951, of $443,063. Its gross 
income from these customers in 1951 
was $285,850. Respondent admitted 
that its return on this service was 
inadequate. We believe it is respond- 
ent’s duty to its other customers, as 
we think it was that of the Cam- 
bridge Company, to renegotiate its 
street lighting contracts more nearly 
to reflect current costs. 


proposals contem- 


Respondent’s 
plate an increase aggregating about 
$196,000 to its 38,000 domestic cus- 
tomers, $26,321 to its 4,050 commer- 
cial and small industrial customers, 
$36,159 to its 34 heavy industrial 
customers, and a decrease of $286 to 


its 128 water-heating customers. 
Here, again, we are favored with cost 
studies which demonstrate that about 
13.2 per cent of domestic electric cus- 
tomers are now being served at less 
than out-of-pocket cost. Cf. Re West- 


ern Massachusetts Electric Co. D.P.U. 
9658. The proposed rates are de- 
signed to be above such costs at all 
uses. We agree in principle with such 
a schedule, but we think respondent is 
proposing to place rather too much of 
a burden on its low-use customers. 
We will order new schedules to be filed 
which will accomplish the results we 
have indicated herein. 


Conclusion 


The net income to respondent avail- 
able for interest, dividends, and sur- 
plus under the rates we are approving 
or ordering into effect, based on 1952 
results, will be $941,000 a year. Its 
interest requirements at the present 
time are $175,350, and, consequently, 
it will have about $765,650 a year 
available for dividends and surplus. 
The operating income which we ar- 
rive at will be supplemented to some 
extent by nonoperating income, which 
we have not considered in these find- 
ings. In 1951, such nonoperating in- 
come, after taxes, amounted to $19,- 
770. Furthermore, there is no reason 
to conclude that the steady and healthy 
growth in gross revenues which re- 
spondent has enjoyed for many years 
will suddenly stop. We believe and 
find that the rates we are here order- 
ing into effect are adequate to preserve 
respondent’s financial integrity and to 
keep it in a healthy operating condi- 
tion. 
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FEDERAL POWER COMMISSION 


Re Kansas-Colorado Utilities, Incorporated 
et al. 


Opinion No. 245, Docket Nos. G-1595, G-1870 
February 4, 1953 


PPEAL from decision of presiding examiner denying in part 
i \ applications for certificates of public convenience for 
natural gas projects; decision modified. 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Production or gathering 
— Sales by natural gas company. 

The Federal Power Commission, in view of the exemption of production 

and gathering by § 1(b) of the Natural Gas Act, 15 USCA §717(b), has 

no jurisdiction over a company making wholesale sales of natural gas at the 

wellhead or at the end of its gathering system to other companies for resale 

even though the selling company is a natural gas company within the 


meaning of the Natural Gas Act. 


(Doty, Commissioner, concurs; BUCHANAN, Chairman, and Draper, 
Commissioner, dissent in part and concur in part.) 


APPEARANCES: Harold Bolton, for 
Kansas-Colorado __ Utilities, Inc. ; 
Charles E. McGee, for Colorado In- 
terstate Gas Company; Robert W. 
Perdue and William R. Duff, for the 
staff of the Federal Power Commis- 
sion. 


By the Commission: These mat- 
ters are before the Commission on ap- 
peal from the decision and accompany- 
ing order issued by the presiding 
examiner on June 13, 1952. In said 
decision and order, the presiding ex- 
aminer, subject to review by the Com- 
mission, dismissed the application for 
a certificate of public convenience and 
necessity filed by Kansas-Colorado 
Utilities, Inc. (Kansas-Colorado), in 
Docket No. G-1595; denied a portion 
of the application by Colorado Inter- 
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state Gas Company (Colorado Inter- 
state) for a certificate of public con- 
venience and necessity in Docket No. 
G-1870, authorizing it to construct 
and operate facilities for the trans- 
portation and sale of gas to Kansas- 
Colorado and to Loran L. Laughlin; 
and granted a certificate of public con- 
venience and necessity to Colorado 
Interstate in Docket No. G-1870 au- 
thorizing it to construct and operate 
facilities for the transportation and 
sale of natural gas to Pikes Peak Nat- 
ural Gas Company (Pikes Peak) and 
to Citizens Utilities Company (Citi- 
zens). 

Exceptions to the decision were filed 
by all parties to the proceedings, in- 
cluding the staff of the Commission. 
Thereupon, the Commission issued its 
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order of July 23, 1952, pursuant to 
which, on September 10, 1952, the 
Commission heard oral argument on 
behalf of the parties concerned. 

The applications herein were filed 
pursuant to the Natural Gas Act and 
our Rules and Regulations thereunder. 
They were consolidated for purpose of 
hearing by order issued February 29, 
1952. Thereafter, pursuant to due 
notice, a public hearing was held con- 
cerning the consolidated proceedings 
extending from March 18 through 
March 21, 1952, from which hearing 
resulted the examiner’s decision which 
is here on appeal. 

We have carefully considered the 
record in these consolidated proceed- 
ings, the several exceptions which have 
been filed to the decision of the pre- 
siding examiner, and the oral argument 
presented on behalf of the various par- 
ties. We conclude that the presiding 
examiner erred in certain of his find- 
ings of fact and conclusions of law, and 
that his order must in certain respects 
be modified. 


Kansas-Colorado Utilities, Inc. 
Docket No. G-1595 

Briefly stated, the application by 
Kansas-Colorado in Docket No. G- 
1595 is for certificate authorization 
(1) to sell natural gas on a short-term 
basis (actually from August, 1950, to 
August, 1951, in varying quantities) 
to Colorado Interstate, and (2) to sell 
to Panhandle Eastern Pipe Line Com- 
pany (Panhandle) all of the natural 
gas produced from two wells, known 
as the McClure and Schowalter, locat- 
ed in Stevens county, Kansas. 

Kansas-Colorado owns and oper- 
ates, among other facilities, a natural 
gas transmission pipeline system ex- 
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tending from Kansas to Colorado. It 
both purchases and produces natural 
gas in Kansas and transports such gas 
through its pipeline to points in the 
states of Kansas and Colorado for 
ultimate public consumption. Kansas- 
Colorado is a “natural-gas company” 
within the meaning of the Natural Gas 
Act. Re Kansas-Colorado Utilities, 
Inc., Docket No. G-577, 4 FPC 1026. 

In his decision, the presiding ex- 
aminer decided, and his order so pro- 
vided, that the application in Docket 
No. G-1595 must be dismissed, since 
the record did not show the point or 
points to which the gas sold by Kansas- 
Colorado to Panhandle and to Colo- 
rado Interstate was transmitted after 
purchase, and, accordingly, the req- 
uisite finding that such sales are in 
interstate commerce could not be made. 
The decision went further, however, to 
state that if the record would support a 
finding that such sales were in fact in 
interstate commerce, jurisdiction over 
them would exist under the Natural 
Gas Act, and, for reasons not pertinent 
here, authorization for such sales 
should be denied. 

The presiding examiner’s conclusion 
that jurisdiction over such sales exists 
is based on his interpretation of Opin- 
ion No. 217, Re Phillips Petroleum 
Co. (1951) 90 PUR NS 325, and 
the Commission’s decision in the In- 
terstate Case, Re Interstate Nat. Gas 
Co. (1943) 48 PUR NS 267, 3 FPC 
416; Interstate Nat. Gas Co. v. Fed- 
eral Power Commission (1947) 331 
US 682, 91 L ed 1742, 69 PUR NS 
1, 67 S Ct 1482. Briefly stated, the 
examiner asserts that the Commis- 
sion’s opinion in the Phillips Case that 
it did not have jurisdiction over sales 
of natural gas to five interstate pipe- 
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line companies is inapplicable here be- 
cause Phillips in that case was not 
otherwise a “natural-gas company,” 
whereas Kansas-Colorado, the appli- 
cant in Docket No. G-1595, is, and 
has been found by this Commission 
to be, “otherwise,” a “natural-gas 
company” under the act. Further, in 
the examiner’s view, the fact situation 
here is like that in the Interstate Case, 
where the Commission concluded, and 
was upheld on appeal, that Interstate’s 
sales there under consideration are sub- 
ject to this Commission’s jurisdiction. 

The examiner’s analysis of the Com- 
mission’s opinions in the Phillips and 
Interstate Cases is in error, and, al- 
though on the facts herein we reach 
the conclusion, as did the examiner, 
that the application in Docket No. G- 
1595 must be dismissed, we arrive at 
such conclusion for different reasons. 

The evidence is clear that the two 
sales involved in the application in 
Docket No. G-1595 are wholesale 
sales. We think it unnecessary, how- 
ever, to determine whether such sales 
are in interstate commerce. In the 
case of Panhandle, the sales are con- 
summated at the wellhead and, in the 
case of Colorado Interstate, the sales 
are consummated at the east end of 
Kansas-Colorado’s gathering system 
connecting its leased Mid-Continent 
Petroleum Corporation wells. Thus, 
all the sales are made during the course 
of production and gathering, or at least 
are incidents of, or are activities re- 
lated to, those processes, thus coming 
within the exemption of “production 
or gathering” in § 1(b) of the act. 

It follows from what was said in our 
Opinion No. 217, supra, and it is also 
evident that, once exemption is effected 
by § 1(b) as to certain sales or opera- 
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tions, it is completely immaterial 
whether the company involved is a 
“natural-gas company” by reason of 
other sales or operations. 

Nor is the situation here like that 
in the Interstate Case, supra. For 
there Interstate was found to be en- 
gaged in transporting the gas after 
the completion of production and 
gathering and prior to any sales, and 
consequently its sales did not fall with- 
in the exemption of § 1(b) of that act. 
In this instance, as indicated above, 
we find on the facts of record that the 
sales involved all take place during the 
course of production and gathering, or 
at least are incidents of or are activi- 
ties related to production and gather- 
ing. Hence, as a matter of law, the 
sales are exempt under the provision 
of $1(b). It follows that the situa- 


tion here is not factually or legally 
comparable with that in the Interstate 


Case. 

We conclude that the application in 
Docket No. G-1595 should be dis- 
missed for want of jurisdiction under 
$ 1(b) of the Natural Gas Act. Our 
order will so provide. 


| Editor’s Note—The Federal Power 
Commission also reviewed the facts re- 
lating to applications for certificates of 
convenience and necessity for the con- 
struction and operation of facilities to 
provide service to an individual and to 
other gas companies. The Commission 
concluded that the examirer’s findings 
and conclusions should be sustained in 
part and modified in part. Findings 
were made on the evidence without a 
discussion of regulatory principles. ] 


Doty, Commissioner, concurring: 
Following recent oral argument before 
the United States court of appeals for 
the District of Columbia circuit in 
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RE KANSAS-COLORADO UTILITIES 


Wisconsin, et al. v. Federal Power 
Commission, No. 11,247, January, 
1953, there is now pending a decision 
by that court upon the soundness of 
this Commission’s interpretation of § 1 
(b), 15 USCA § 717(b), of the Nat- 
ural Gas Act in Re Phillips Petroleum 
Co. (1951) 90 PUR NS 325. A part 
of the foregoing disposition of the in- 
stant proceedings follows that inter- 
pretation. To that extent, my con- 
currence here is based upon consider- 
ations of orderly administration of the 
Natural Gas Act. 


BuCHANAN, Chairman, dissenting 
in part and concurring in part: I dis- 
agree with the decision of the majority 
of the Commission in the matter of 
Kansas-Colorado Utilities, Inc., Dock- 
et No. G-1595. 

Based on our knowledge of Pan- 
handle Eastern Pipe Line Company’s 


operations it would appear that the 
sale and delivery by Kansas-Colorado 
of the natural gas production of its 
“McClure” and “Schowalter” wells to 
Panhandle is a sale of natural gas in 


interstate commerce for resale for 
ultimate public consumption. If that 
is the fact, such sale comes within the 
provisions of § 1(b), 15 USCA § 717 
(b), of the Natural Gas Act, and there- 
fore is subject to the jurisdiction of 
this Commission. If there is any ques- 
tion as to the interstate transportation 
of this gas by Panhandle the record 
should be reopened to develop the true 
facts. 

Furthermore, according to the rec- 
ord in this case the “McClure” and 
“Schowalter” wells are the source of 
approximately 50 per cent of the total 
production of the Kansas-Colorado 


system. In view of the potential 
shortage of natural gas supplies in re- 
lation to the natural gas requirements 
of the Kansas-Colorado system it is 
my opinion the Commission not only 
should assert the jurisdiction, which I 
believe is conferred by the Natural Gas 
Act, but also deny the application for 
the sale of the production from these 
two wells to Panhandle, for the reason 
that the natural gas supply is or will 
be necessary to the rendition of ade- 
quate service to customers of Kansas- 
Colorado. 

Likewise the sale to Colorado Inter- 
state made from 18 Mid-Continent 
wells were sales of natural gas in in- 
terstate commerce subject to the juris- 
diction of this Commission under § 1 
(b) of the Natural Gas Act. The facts 
in the latter sale are similar to those in 
Interstate Nat. Gas Co. v. Federal 
Power Commission (1947) 331 US 
682, 91 L ed 1742, 69 PUR NS 1, 67 
S Ct 1482. In the matter of the sale 
to Colorado Interstate I would issue a 
certificate authorizing the service ap- 
plied for, noting however that the 
service covered by the application has 
terminated. 

The principle involved in this docket 
falls within those considered but re- 
jected by the Commission in Re Phil- 
lips Petroleum Co. (1951) 90 PUR 
NS 325. Both sales, in my opinion, 
are jurisdictional sales. They demon- 
strate beyond question the gap in the 
regulatory scheme which the Natural 
Gas Act sought to close but which has 
been recreated by the Phillips decision. 


I concur in the action taken in the 
matter of Colorado Interstate Gas 
Company, Docket No. G-1870. 





1“By the time the sales are consummated, 
nothing further in the gathering process re- 
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mains to be done.” (331 US at p. 682: 69 
PUR NS at p. 7.) 
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FEDERAL POWER COMMISSION 


Draper, Commissioner, dissenting 
in part and concurring in part: I 
disagree with the majority’s conclu- 
sions reached in Docket No. G-1595 
as to the two sales there in question, 
which, in my opinion, raise the same 
question as is now before the United 
States court of appeals for the dis- 
trict circuit in the Phillips Case. 

Here the question is: are the 
Kansas-Colorado sales to Panhandle 
and to Colorado Interstate sales in in- 
terstate commerce for resale subject to 
the jurisdiction of the Commission ? 

The majority dismisses Docket No. 
G-1595 on the grounds that the sales 
in question constitute a part of produc- 
tion and gathering, or they are at least 
incidents of, or activities related there- 
to, so that such sales come within the 
exemption of “production or gather- 
ing” in § 1(b) of the Natural Gas 
Act. 

In the Phillips Case (1951) 90 
PUR NS 325, I set forth my views 
on this question in a concurring opin- 
ion filed August 15, 1951, in which I 
stated that in my opinion the unan- 


imous opinion of the Supreme Court 
in Interstate Nat. Gas Co. v. Fed- 
eral Power Commission (1947) 331 
US 682, 91 L ed 1742, 69 PUR 
NS 1, 67 S Ct 1482, held that the 
Commission’s jurisdiction does attach 
to sales for resale in interstate com- 
merce made during the course of pro- 
duction and gathering except where 
they are “so closely connected with the 
local incidents of that process as to 
render rate regulation by the Federal 
Power Commission inconsistent or a 
substantial interference with the exer- 
cise by the state of its regulatory func- 
tions cae 

I fail to find evidence in this record 
to indicate that Federal regulation of 
the sales in question is inconsistent 
with the exercise by the producing 
state of its powers over production and 
gathering of natural gas reserved to it 
by Congress in the Natural Gas Act. 


Therefore, in my opinion, the Com- 
mission should exercise its jurisdiction 
in this case. 


I concur fully in the action taken in 


Docket No. G-1870. 
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Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 


Montana-Dakota Utilities 
To Spend $12,145,000 


gel ee Uritities COMPANY 
spent $8,023,000 during 1952 for im- 
provements and additions to properties. 

The construction budget for 1953 is set at 
$12,145.000 and is the largest in the company’s 
history, according to R. M. Heskett, president. 
Oi this, $6,307,300 is earmarked for electric 
properties, $5,244,500 for gas properties and 
$593,24) for miscellaneous uses. A major 
budget item is $2,465,000 representing partial 
cost of a new 25,000 kilowatt electric plant 
near Mandan, N. D., which when completed 
in 1954 will cost an estimated $6,600,000. The 
company also plans an 8,000 kilowatt addition 
to its Williston, N. D., plant. 


Marcus Lighting Transformers 
Indoor or Outdoor Installation 
TRANSFORMER COMPANY, Hillside, 


} ARCUS 

M New Jersey, announces a new line of 
general purpose lighting transformers de- 
signed specifically for quicker, easier installa- 
tion outdoors as well as indoors. 

Designated as Marcus “Type C,” the new 
transformers are available in sizes from 1 to 
ISKVA, single phase and three phase, up to 
600 volts. 

All sizes of the 
available from stock. 


J H. Holan Corp. Offers New 
All-hydraulic Aerial Ladder 


new line are presently 


Fk uLL hydraulic powering and control, cen- 
trallized for one-hand operation, is one of 
the principal features of a new series of aerial 
ladders recently released by the J. H. Holan 
Corporation of Cleveland, Ohio for distribu- 
tion in the utilities field. Designed primarily 
for truck mounting, the new unit’s complete 
hydraulic system may be driven by a power 
take-off. or by gasoline engine within the tur- 
ret base of the ladder. 

According to the announcement, this is the 
first time an aerial ladder of the utility type 
has been provided with completely hydraulic 
control ef every motion, including extension 
and retraction of the fly section. Faster and 
more precise positioning of the platform and 
elimination of non-productive physical effort 
by operators is claimed. 

All of the special heavy-duty construction 
details which have long been features of Holan 
aerial Jadders are incorporated in the new 


models, designated “2100 Series,” which pro- 
vide ladders with 27, 31 or 35-foot platform 
elevation. Detailed specification sheets are 
available on request. 


Westinghouse Appointments 


"Tse executive appointments in the West- 
inghouse Electric Corporation’s Switch- 
gear Division were announced by J. B. Mac- 
Neill, Division manager. 

Maurice H. Hobbs is appointed assistant 
manager of the Division; Charles P. West be- 
comes manager of engineering ; and Charles 
E. Bickham, manager of order service. 

Appointment of Joseph R. Kerner as dis- 
tribution apparatus manager for the Eastern 
District also has been announced. 

In his new post, Mr. Kerner will report di- 
rectly to C. S. Purnell, district manager of the 
Westinghouse electric utility department. For 
several years, Mr. Kerner has been an appli- 
cation engineer serving electric utility com- 
panies in the New York and Newark areas. 


Gas Industry Launches Sales, 
Public Service Program 


Ts combined gas utility and appliance in- 
dustries has launched a program aimed at 
solving mutual problems of marketing and pub- 
lic service which have resulted from the gas 


industry’s unprecedented growth in recent 
years. 

After its adoption by directors of both the 
American Gas Association and the Gas Appli- 
ance Manufacturers Association, the program 
was presented in two series of meetings to gas 
company executives representing 80 per cent 
of the domestic meters and manufacturers of 
more than 90 per cent of all domestic gas ap- 
pliances sold in the United States. 

“Tremendous progress of the gas industry in 
the past 10 years, with annual revenue nearly 
double what it was in 1942, now requires all 
factors in the industry to take time out for self- 
appraisal and a general tightening of their pub- 

(Continued on page 26) 





Poe . 
METER SEALER — WIRE SNIPPER 
@ Combination sealer and snipper £y ee 
with powerful leverage. Sturdy ( 

steel, yet light weight. Complete 

with “dat lettered dies — $6, 

(Slotted or recessed dies — 

75¢ additional.) 

Write for FREE Catalog. 


A. C. GIBSON CO., INC. surrato's, N.Y. 
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°° Fast, Accurate 


"RECEIPTING: 


AMERICAN PERFORATORS 


e 
a 
7 with 
a 
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Th 


qe. Wine 


In less than 1/3 second an American Re- 
ceiptor: marks receipt paid; marks receipt 
with company names; marks both receipt 
and stub with location no., teller no. and 
date; severs stub from receipt. It’s fast, it’s 
accurate and IT’S SAFE! All marks are 
made by perforations, so they are always 
so they can never be changed. 
Let us show you how an American Auto- 
matic can improve receipting efficiency and 


legible... 


avoid receipting errors for you. 


SEND THE COUPON TODAY! 








merican 


PERFORATORS ... SINCE 1910 


Sales and Service in Principal Cities 


THE AMERICAN PERFORATOR CO. 
631 W. Jackson Bivd., Chicago 6, Ill. 


Please send literature, prices and list of users of the 


American Receiptor. 


| 
1 
i 
1 
| 
1 Nome.......... 
1 
1 
| 
| 
J City anne eceeeeeeeceenteeneecenecees . State... 
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lic service machinery, the joint GAMA-A. 
G. A. statement said. “The proposed action pro- 
gram for gas industry development will help us 
not only to keep pace with public demand for 

gas and gas appliances but also to maintain our 
competitive position in the fuel and appliance 
fields.” 

The utility phase of the program includes 
fifteen points, , outlining each participating com- 
pany’s responsibility tor developing appliance 
sales volume in its territory. The statement ex- 
plained that this will require a study of poten- 
tials in both the replacement and new customer 
markets, augmentation of sales and promotional 
forces, extension of adequate appliance financ- 
ing facilities to dealers, and co-operation with 
manufacturers who give special attention to 
quality-improvement and advertising of their 
products. 

The manufacturers’ 19-point program will 
stress product development, collection of trad- 
ing area data for utility and manufacturer sales 
guidance, promotion of the use of higher grade 
appliances by builders, architects and real estate 
developers ; expansion of merchandising activi- 
ties, and cooperation with gas companies in an 
effort to standardize utility requirements in the 
manufacture and installation of gas appliances. 


B. T. Svihel Heads Kuljian 
Electronics Department 


NEW electronics division has been estab- 

lished by The Kuljian Corporation, Engi- 
neers and Constructors, with headquarters in 
Philadelphia. Bernard T. Svihel has been 
placed in charge of the new department. He 
comes to The Kuljian Corporation with over 
15 years’ experience in the radio and electronics 
industry, having been responsible for extensive 
design and research work in analogue com- 
puters, differential analyzers and servo-mechan- 
isms. 

The new division is an outgrowth of The 
Kuljian Corporation’s pioneering work in elec- 
tronic controls for power plant installations. 
It will continue the application of electronics 
not only to power plant operation, but to all 
types in industrial regulation and control sys- 
tems. 


Pennsylvania P. & L. Receives 
Howard G. Ford Award 


HE Pennsylvania Power and Light Com- 

pany was the recipient of the Howard G. 
Ford Award at the recent annual dinner of the 
Sales Managers’ Association of Philadelphia, 
M. S. Lebair, President of the Association, an- 
nounced. Gwilym A. Price, president of the 
Westinghouse Electric Corporation was the 
guest speaker. 

Charles Oakes, president of Pennsylvania 
Power & Light accepted the award. The com- 
pany was cited for its outstanding sales plan, 
“Electrify for Freedom,” which it carried out 
in 1952 and for its contributions to public en- 
lightenment of the free enterprise system. 

The Sales Managers’ Association of Phila- 


(Continued on page 28) 
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A 7,000,000 HP 


Success Story 


Achievements of Newport News personnel 
in designing and building water power 
equipment during the past thirty years 
reflect a high integration of skill and pro- 
duction facilities. 


Answering demands for hydraulic turbines 
rated as high as 165,000 horsepower and 
as low as 500 horsepower, this trained 
organization has successfully filled con- 


NEWPORT NEW 


Interior view of spiral casing at Norris Dam 


tracts with an aggregate rated output in 
excess of 7,000,000 horsepower. 

Other essential equipment including pen- 
stocks, spiral casings, valves, pumps, gates 
and rack rakes are also designed and built 
by Newport News. 

An illustrated copy of our booklet,“WATER 
POWER EQUIPMENT,” will be sent to 
you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 
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delphia was founded in 1910 for exchanging 
ideas and perfecting techniques in distribution 
and selling. In 1935 the Association established 
the Howard G. Ford Award to honor a com- 
pany in the United States which achieves most 
along these lines each year. 


IBM Folder Describes 
Electronic Controls 


~™ applications of IBM Electronic Time 
and Program Controls are outlined in a 
tree folder, “IBM Electronic Utilities Control,” 
available from International Business Machines 
Corp. These controls, used with the proper 
intermediate electrical devices, provide a unique 
automatic means of programming the starting 
and stopping of many mechanical functions 
without the need for special wiring. Regular 
AC lighting wires are used. 

Applications for which IBM Time and Pro- 
cram Controls can be used include the opera- 
tion of relays, solenoids, and motors to open 
and close ventilators, turn heating and air con- 
ditioning systems on and off, actuate flush 

valves, switch light circuits on and off, sound 
signals, and open and close lawn sprinklers and 
irrigation equipment. 

Included in the folder is a brief description 
of anew IBM Electronic Portable Paging Sys- 
tem which provides easy contact between 
“transient” personnel—such as maintenance en- 
cineers, plant personnel, and executives—and 
the central office of a building or plant. This 
also will operate without special wiring. 

This folder can be obtained free of charge 
from the director of information, International 
Business Machines Corporation, 590 Madison 
avenue, New York 22, N. Y 


Gas Sales Promotional Aids 
Offered by Bozell & Jacobs 


Ww gas company sales and promotional 
effort in domestic appliance load building 
being stepped up to cope with a predicted 
“buyers” market in home appliances, a new gas 
company newspaper advertising and mat serv- 
ice to assist gas companies in this sales drive 
has been announced by Bozell & Jacobs, Inc., 
a nation-wide agency, specializing in utility ad- 
vertising and public relations. 

Known as the BJ-GAS Company Ad & Mat 
service, the new sales promotional aid has been 
ottered to gas companies throughout the coun- 
try through the presentation of the first of a 
series of quarterly packages of ads and mats. 


national advertising themes of the American 
Gas Association, and the load-building appli- 
ance promotional and gas service ads are co- 
Ordinated with the AGA calendar of promo- 
tions. Emphasis in the first quarterly service 
is on gas ranges, automatic dryers, and house 
heating. Other appliance subjects also are 
treated. AGA’s promotional and advertising 
staff is cooperating in this service by providing 
information and assistance required to make 
the service authentic as to facts and industry 
policy. AGA will continue to provide this sery- 
ice in the interest of assisting the advertising 
project in presenting a sound industry story for 
local use that is coordinated with the national 
advertising and promotional program. 

The new newspaper advertising service also 
will offer each quarter a limited number of in- 
stitutional advertisements designed to tell the 
good citizenship story of the gas companies, 
and the premium quality of gas as an ideal fuel 
for ail purposes. 

Designed primarily for use by small or 
medium-size gas companies, the BJ-GAS Com- 
pany Ad & Mat Service states it seeks to assist 
these companies in telling the many benefits of 
gas service through local advertising. While 
emphasizing local company identification, the 
advertisements employ a tie-up with the AGA 
national advertising themes so that the indi- 
vidual companies may take advantage of the 
many sales message impacts of the associa- 
tion's national promotions. 

















Copy for the advertisements is keyed to the 
Utilities & 


A T T 0 R * E Real Estate 


lawyer, title company background, major experience 
ble positions in legal department group of utilities, 
s real estate, easements, franchises, trust mortgages, 
variety operating utility matters. Harvard, A.B. cum 
n Mathematics, LL.B., admitted N.Y. & NJ. Will 
. Or eonsider special assignment anywhere Write 
. c/o N.Y. Law Inst... 120 Broadway. New York 5. 





Should Cost of Capital 
Limit a Utility’s Return? 


@ Here, in a pamphlet of 62 pages, 
are the views and opinions of well 
qualified authors, security analysts, 
gas and insurance company execu- 
tives, and FPC members on the 
“Cost-of-Money” rate of return 
theory, as expressed in the pages of 
Public Utilities Fortnightly. 


Available at 50c each in quantities 
1-100 copies; 40c each from 101-500 
copies. 


Public Utilities Reports, Inc. 
309 Munsey Building Washingtoa 4, D. C. 
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This was the 
last word 
in 1908 


* 


Gasapack 


Water-Heater 


Control 


Aw engineering techniques have made today’s ex- 
cursion boat tops in comfort, safety and efficiency. 
And advanced engineering in the A-P Model 50 Gasapack 
gives you simplicity, space-saving design and reduced as- 
sembly and service costs. 

All necessary controls ... main and pilot cocks, pilot 
filter, 100% automatic shutoff, safety pilot and automatic 
main valve are built inte one compact unit. You get close, 
even temperature control with manufactured, natural and 
L-P gases. And the Model 50 Gasapack can be positioned 
inside or outside heater casing, providing the utmost free- 
dom in design and styling. 





Model 50 Gasapack can be mounted as one unit with burner, 
Complete assembly can be installed or mounted in only a few 
You'll get lower costs . . . faster assembly . . . easier minutes, 

service, with this modern A-P Control. Write for bulletin —— has F = 

G210 today. B= or 7 BH Temperature-sensitive, 
Bo 4 og - B contact-type thermo-bulb 

eliminates spud project- 

ing into tank. Prevents 


A-D CONTROLS CORPORATION [AN Be ces SS 


2470 N. 32nd Street, Milwaukee 45, Wisconsin ? ooo mf erry nections, 
in Canada; A-P Controls Corporation, Ltd., Cooksville, Ontario 
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Twofold Benefits From The 


Analysts Journal 


7, Its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 
than to advertise in their own quarterly Journal. 
To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 
* 
To Keep Investment Markets Abreast of Your Company 


ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 








The Analysts Journal 

20 Broad Street, Room #908 
New York 5, N. Y. 
Gentlemen: 


() Please enter my subscription for one year at the subscription rate of $4.00. 


( Please send me your advertising brochure. 
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serving the public 


and industry 
24 hours a day! 


The Manufacturers Light and Heat Company 


United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 
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GREATER EFFICIENCY — 


Saves Time, Space and Money 


Every Kinnear Door is tailored to fit the 
individual opening, in old or new buildings. 
Coiling neatly above the lintel, they open 
straight up—can’t interfere with traffic or 
other plant activity. A half-century of use 
under the most difficult conditions gives 
complete proof of the Kinnear Door’s ca- 
pacity for years of hard, constant service. 
They save money because their rugged, 
all-steel, interlocking slat curtain assures 
long life and low maintenance costs, plus 
extra protection against fire, intrusion, or 
wind damage. Slat surfaces are heavily 


zine coated by the hot-dip process, and a 
specia! Kinnear Paint Bond is applied to 
assure lasting paint adhesion. 

They save space by opening straight up and 
coiling above the doorway, allowing all floor 
and wall space around the door to be used 
at all times. 

They save time with their smooth, easy, 
gliding action. With motor operation, doors 
can be fully and safely controlled by push- 
buttons from any number of convenient 
locations. 


Write for your copy of new catalog 


The KINNEAR Manufacturing Co. 


Factories: 
2060-80 Fields Ave., Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices and Agents in Principal Cities 


Saving Ways in Doorways 


INNEAR 


ROLLING DOORS 
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or Top Turbine Performance 
Specify LEFFEL Hydraulic Turbines 





You measure turbine performance in terms 
of power and long-range economy. That 
means your hydraulic power installation 
should have a turbine which will give you 
efficient power with years of trouble-free 
service. Leffel has been building turbines 
which do just that for over 91 years—since 
1862. A Leffel turbine holds the world's rec- 
ord of 94.57°% efficiency! And this out- 
standing efficiency is always coupled with 
dependability and long life, as many Leffel 
turbines have proven by over half a century 


of actual service. 


So why not let us help you with your 
hydraulic power project, whether it be ex- 
pansion, rehabilitation or a new installation? 
Of course, there is no obligation. Write, 


wire or phone today. 


— THE JAMES LEFFEL & CO. 


DEPARTMENT Pe¢ SPRINGFIELD, OHIO, U.S.A. 


MORE EFFICIENT HYDRAULIC POWER FOR St YEARS 
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WHICH OF THESE SERVICES WILL HELP YOU? 


At your fingertips are EBasco specialists to help solve your business problems quickly 
and economically. 
Need help with financing? During the past few years Esasco has advised on the rais- 
ing of over two billion dollars in new capital. Industrial relations? EBasco assists in 
lanning and developing industrial relations programs. EBasco has designed and 
Built over one billion dollars worth of new plants. EBasco has developed insurance, 
pension and safety programs ... solved production and plant layout problems and 
performed many similar services for business and industry throughout the world. 
To find out how EBASCco can serve you best, send for ‘“The Inside Story of Outside 
oa .”’ Address: Ebasco Services Incorporated, Dept.W, Two Rector Street, New 
ork 6. 


EBASCO SERVICES 


P cael COwsrg, INCORPORATED 
a EB New York + Chicago + Washington, D.C. 
ASCOR Agprates! - Budget - Dustuess Studies - Cansuting Engineering - Design & Construction - Financial 


"eae, pa . . + Research + Sales & Marketing 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





a =n x 
_ 
ane 
ee 


A ogl's, 





“| can vouch for Dodge 
stamina and maneuverabi ity” 


. . says John J. Doyle, Street Commissioner, Scarsdale, N. Y. 


“Public utility trucks must be ready to go, 

Why new Dodge “Job-Rated” Trucks night and day, on any kind of routine job 
are ideal for public utilities or emergency. For routine work, we de- 
Seven big, high-compression mand continuously high performance and 
engines . . . from 100 h.p. to economy . . . while for emergency calls, 
171 h.p. . . . three of them all- the watchword for our utility trucks is 
new, assure power aplenty for complete dependability, under all condi- 
your job! New no-shift Truck- tions. We find that Dodge ‘Job-Rated’ 


o-matic transmission with g¥rol : 
Fluid Drive actually does your trucks answer our requirements to perfec- 


gearshifting for you . . . saves tion!” 
extra energy for the work at 


hand! Available on all 14- and 

34-ton models. More than fifty 

new features to help speed up 

trips and lower your costs. Get 

more truck for your money ... a - 

see your friendly Dodge dealer Job-Rated: TRU cKS 
for all the facts! 
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Here is... 
concise, practical data on 


steam power 
generating equipment 


and its integration in 
the efficient plant 





tas Here is an unusually comprehensive discussion of stea 
Just Out—4th Edition power plant anshioay ieee the standpoint of constructig 
of the various types of equipment, their performance char. 
acteristics, economics, and integration in the complete plant, 
The book provides engineering data on the design of this 
equipment, a knowledge of the economics of the efficient plant, 


and considerable information that will be of value in problems 
e of the selection of equipment suitable for various purposes, 


S The author says in the Preface: “The treatment 
begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 

expand his knowledge progressively through the 

By GUSTAV A. GAFFERT more difficult subjects to the goal—complete inte- 

Mechanical Engineer and Partner Sains as ey 

Sargent and Lundy, Chicago Retaining the same general plan and organization which con- 
tributed so to the success of the previous editions, the present 

627 pages, 6 x 9, 432 figures, 43 tables, caition of this practical book follows an especially compre- 

$8.00 hensive approach in dealing with power plant machinery. 

After outlining the equipment of a power plant, the book 

shows how each piece of apparatus or equipment is con- 

See what help you can get from structed, then presents its performance characteristics, and 

these features of the Fourth Edition finally discusses economic and other factors of its integration 

with other major and minor machinery. A glance at the 

@ includes steam and heat rates for pre- chapter headings will indicate how thoroughly the book covers 

ferred standard steam turbines of 11,500, the various elements of the steam power generating plant. 


15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities CONTENTS: 


. Introduction 14. Superheaters and 
. Equipment of a Power Reheaters 
Station — 15. Fuel-burning Equipment 
. Steam Engines 16. Ductwork and Piping 
. Steam Turbines 17. Draft System 
. Heat Transfer 18. Coal and Ash Handling 
. Condensers 19. Pumping Equipment 
. Feed-water Heaters and . Steam-station Costs 


Evaporators 
21. Load Curves and Plant 
. Feed-water Treatment > ales 


. Fuels and Combustion - . 

. Steam-generating Units 22. Selection of Prime Mov- 
. High-pressure and ers and Steam-generat- 
Binary-cycle Boilers ing Equipment 
. Dust Collectors 23. Cycle Arrangement 
. Economizers and Air 24. Binary Vapor Cycles 

Heaters 25. Station Design 





@ there is latest data on cyclone firing, 
pressurized furnaces, axial flow fans, and 
extraction cycle technique—material us- 
ually available only through the consult- 
‘ing engineer 


N 


@ the chapter on station design has been 
revised with more emphasis on central- 
ized control and outdoor stations 


@ includes a more complete discussion 
of cooling towers and modern reheat 
cycles, and an up-to-date discussion of 
the practical application of the mercury 
cycle 
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OVER 6 YEARS 
ROOF OF PERFORMANCE 


NiZan 


PECE- 
[4 
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SOME OF THE MANY UTILITIES 
USING THE LEECE-NEVILLE 
ALTERNATOR SYSTEM 


Public Service Co. of New Mexico 
Hydro Electric System, Winnipeg 

light & Water Department, Columbus, Miss. 
Northwestern Electric Coop., Okla. 

Corn Belt Electric Coop., Bloomington, Ill. 
The California Electric Power Co., Riverside 
The Dayton Power and Light Co. 
Peoples Gas, Light and Coke Co., Chicago 
Portland General Electric Co., Portland, Ore. 
Jackson Electric Dept., Jackson, Tenn. 


Quebec Hydro-Electric Commission 





YOU CAN 
RELY on 


arte 


Since 1946 Leece-Neville AC-DC Alter- 

nator Systems have been delivering un- 

matched performance. On 2-way radio 

cars and trucks...or wherever current 

demands are high, L-N Alternators give: 
© 25 to 35 amps with engine idling 


e ample capacity to carry the 
entire electrical accessory load 


e fully charged batteries always 
e better radio operation 
There are L-N Alternator Systems rated 
at 50 amps and 80 amps for 6-volt sys- 
tems; 60 to 150 amps for I2-volt systems. 


Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 
all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 


Heavy Duty Automotive Electric Equipment for Over 4S Yea. 


¥ Soe ee Se Spy Tee es ‘ 
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really make fs 





t ime 


it’s faster to hang a wall than to pile it up... 


Little blocks, say 2” x 4" x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


Q-Panels are fabricated from Galbestos, alumi: 
num, stainless steel, galvanized and black steel 
in lengths up to 25". 


Q-Panels, 3" in depth with 1%" of incombust: 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
frred a yl interior. A single Q-Panel with an 
area of $0 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architecturd 
expression. 





H. H. ROBERTSON CO., PITTSBURGH, PA, 
‘ormers 8 =) a es in rine $ 
Pant, tocetoas MUSED)  tuswtic onacy somes 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tae American Appraisat Company 
ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








ford, Bacon & Davis 


BaD En j CONSTRUCTION 
VALUATIOND 
REPORTS Gineers RATE CASES 

NEW YORK e CHICAGO e LOS ANGELES 











GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 
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GA GILBERT ASSOCIATES 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


FOUNDED 1906 
NEW YORK + READING + WASHINGTON + HOUSTON * PHILADELPHIA » ROME * MANILA - 


MEDELLIN 














W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 














JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street « CHICAGO o Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, 


Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ANN ARBOR, MICHIGAN 


ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





aaa — STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
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PROFESSIONAL DIRECTORY (continued) 
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ENGINEERS ° OnSsSteecrors 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS © INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
. Utility Management Consultants Specializing in REGULATORY 
GA 
ite COST ANALYSIS uci 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"' 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 











PERSONNEL co ACCOUNTING 

ENGINEERING SALES PROMOTION 

STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 
Pioneer Service rn Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 
















JE: bs ARE sCo, Complete Services for 
OUTSTANDING P ir Nea nar! Gas and Electric Utilities 
ey sticis Meee eli 47 cM SO ERE culm elem Designing * Engineering * Construction 


e e Pi 
Dept. No. 148, 210 W.10th $t., Kansas City 5, Mo. Ine, "iping ° Equipment © Surveys © Stone 


Steam or Diesel Power Plants 
Alterations * Expansions 










INDUSTRY 

























THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA, BIRMINGHAM, ALA. 
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SANDERSON & PORTER 
ENGINEERS 


CONSTRUCTORS 





S&P 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 3, Ill. 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 
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Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 























REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
ALBRIGHT & FRIEL INC. EARL L. CARTER 
Consulting Engineers Consulting Engineer 
Water, Sewage and Industrial Wastes Problems REGISTERED IN INDIANA, NEW YORK, OHIO, 
Atpower Plants, Flood Control PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
industrial Buildings Public Utility Valuat , Reports and 
City Planning, Caper, aaa and Rates Original Cost Btudtes . 
121 SOUTH BROAD ST. PHILADELPHIA 7 910 Electric Building Indianapolis Ind. 
Boopy-BENJAMIN ENGINEERS, CONSTRUCTION AND 
As pretend ehconedheaenal MAINTENANCE CONTRACTORS 
Pewer Plant Design, Specification and for the GAS INDUSTRY 
Construction Supervision CONSOLIDATED 
Economic and Thermod pa it GAS AND SERVICE CO. 
28 WEST ADAMS e DETROIT 26, MICHIGAN 327 So. LaSalle St., Chicago 4, lL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


HARRISBURG, PENNSYLVANIA 


Original Cost and Depreciation Studies 
Rate Analysee—insurance Surveys 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APP. 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Microwave Services, Inc. 
“Architects of Modern Communications" 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


4 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 








HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electric Power Projects 
Transmission Lines, System Management, 
. Foundations, Harbor Structures, 
Soll Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DisTRI- 
BUTION — POWER STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 











ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Calcago 8, Ilinols 





Testing * Inspection + Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


en, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis ¢ New York ¢ Philadelphia * Providence ° Dallas 




















LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatuz Sr., Cancaso 











WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS — 
DESIGN — SUPERVISION 


UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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NURSEMAID TO 


_ Hs,000 
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International's TD-24— 
the Big Red “Champ” 
—keeps huge coal 
stock piles ready 

for instant use 


- 


READY FOR EMERGENCIES: International TD-24 adds more coal to Appalachian’s 175,000-ton stock pile. 


Here's a utility company’s life insurance in a heap— 
the 175,000-ton coal stock pile of the Glen Lyn, 
Virginia, plant of Appalachian Electric Power Com- 
pany acres of coal ready to keep the chain of 
power flowing constantly. 

Dressing the pile and keeping it ready for use is 
a problem, with an additional intake of 2100 tons 
lo be handled every day from 30 to 35 hopper cars. 
The economical solution is the power and maneu- 
verabiity of International’s Big Red “Champ”— 
the TD-24, 

‘Operators everywhere go for that easy-handling 


INTERNATIONAL 


148 maximum drawbar horsepower .. . eight speeds 
forward and eight reverse, with instant shift up or 
down one speed without declutching...a bigger 
bite on the blade with every pass... more power 
to work steeper slopes. 

Get the whole story from your International In- 
dustrial Distributor. Find out, too, how his parts 
and service operation will help you get the most 
out of your International power over the years 
ahead. 


INTERNATIONAL HARVESTER COMPANY 
CHICAGO 1, ILLINOIS 


POWER THAT PAYS 
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Consistent MPA supporter, Connecticut Light and 
Power, has nearly every program. Here Vice-Pres. 
Robert G. Ely and Industrial Sales Manager Howard 
W. Memmott discuss new uses for the Motor Selec- 
tion and Application Course. 


Is your utility putting MPA to work in 
EXPANDING THE USE OF ELECTRIC POWER 


More than 100 of the nation’s leading electric 
utilities are using General Electric’s More Power 
to America programs as vital components of their help stimulate your sales program contact yo 
power sales activities. Apparatus Sales Office or 
Specifically designed for the industry, these write for MPA catalog ff” 

packaged promotional programs represent the GEA-4938. General Elec- in ~~ 
co-operative best thinking of electrical and ma- __ tric, Schenectady 5, N.Y << ay. 5 a 
chinery manufacturers, application and consult- 301-218k “Sy “ 


Many purchase every program—vwith nearly 
2000 kits now in use. To learn how MPA ca 


c oe att 
Nf 

mg cngmees. ; MORE POWER TO AMERICA - 
Each of the 27 programs dramatically portrays 

the latest in electrical ideas ranging from Mate- 

rials Handling to Sewage Treatment. G F N F R A L E LE C T ki iC 
Utilities of all sizes are placing increasing em- 

phasis on MPA’s creative, mass-seliing methods. 
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4. ne Bt Bee] 
“Freedom and Power’ wins award: Certificate for - 945 1946 1947 1948 1949 1950 195! 
outstanding film achievement is presented by Gardner 
Cowles (left) editor of Look magazine, to J. Stanford 
Smith, Chairman, MPA Committee. 


More kilowatt-hours per man-hour is goal of M'A. 
Results have exceeded expectations. Goal for 1955is 0 
kw-hr per manhour—almost double the figure set for 19 ». 





